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This glass coffee brewing equipment is ¢ 


14 inches squar 


install the Drake model in smaller 
restaurants and soda fountains 


How this compactnes 


builds your loac 


The Drake model is small .. . fast... 
efficient, with an exceptionally large 
serving capacity. All the smaller res- 
taurants and soda fountains on your 
lines need it. It is a model you can sell 
in quantities. 


And when you sell it in quantities this 
Silex glass coffee maker increases your 
load... keeps old customers using your 
type of fuel. 


Whether you merchandise or not 


THERE IS ONLY ONE 


SILEX has a plan to increase your le 
Write for it today. 


SFHULEX is made in both gas and ele 

models. All Silex glass coffee ma 
have Pyrex brand glass, guarant 
against heat breakage. Prices ra 
from $17.45 to $228.45. Model sho 
is $32.95 complete with glassware. 


THE SILEX COMPANY 
Dept. P, Hartford, Connecticut 
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TIRE DELAYS ENDED” 


SAY DOZENS OF UTILITY OPERATORS 


“We used to have two or 
three road delays a week from 
tire failures. Since using Good- 
rich Silvertowns we haven’t 
had a single one.” 


That’s a typical statement 
from a utility company. Truck 
owners everywhere have had 
the same experience since the 
introduction of the Triple Pro- 
tected Silvertown. Goodrich 
engineers set out to lick the 
problem of sidewall failures. 
They found that 8 out of 10 
premature failures occur in 
the sidewall ‘Failure Zone.” 
They developed three separate 
safeguards to strengthen the 
tire at this point. Taken to- 
gether, they called their in- 
vention Triple Protection. 


Protects Against 
Blow-outs 
And it’s the greatest pro- 
tection against sidewall breaks 
and blow-outs ever offered 
Here are three de- 
found only in 


truckers. 
velopments 
Silvertowns: 


1. PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 


bead. 


100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies — reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-126 


With today’s loads, today’s 
speeds, you need this added 
protection. It should increase 
the safety of your truck oper- 
ation, cut down on delays and 
repair bills, save you real 
money on tire costs. 

Ask the man in charge of 
tire purchases to check the 
Goodrich story. Have him 


run tests. Investigate every 


claim. We think you will be 
surprised at what Goodrich 
Silvertowns and Goodrich 
service can do for you. 

If you prefer, write us di- 
rect for information on what 
we are doing for other com- 
panies. Write your name and 
address in the margin below. 
Tear off and mail today. 


** The B. F. Goodrich Company, Akron, Ohio «x 
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18 
BURIED TIME (IN MONTHS) 


The excellent moisture resistance of Okosheath cable is shown by the above curves. These show 
the results obtained on a length of standard, single conductor No. 4/0 A. W. G., 600-volt Oko- 
sheath cable which has been buried in wet ground for five years. It was removed periodically and 


tested after twelve hours’ immersion in water. 


Mark the extreme simplicity of Okosheath 
cable. Just a tough rubber belt around the 
conductor. That is Okosheath. Simple in 
design—but it Jasts. 

There is nothing to deteriorate and rot 
away. Enormous quantities of Okosheath, 
used both in conduit and buried directly in 
the ground, have demonstrated its dura- 
bility. The Okosheath Service Record: No 
complaints, no failures. 

Okosheath is effectually moisture resistant. 
It is clean, smooth, flexible, light in weight, 


Ea THE 


small in diameter; easy to handle and in- 
stall. A lineman can splice it. Tough and 
compact, Okosheath is just the cable for the 
tough pulls, 


Okosheath opens the way for the new trends 
and demands. Besides lower first cost, it 
saves in maintenance. The dollar benefits are 
both ways. 


Note: The above chart appears in our latest 
booklet on Okosheath, which will be mailed 


upon request. 


OKONITE COMPANY 
PASSAIC, NEW JERSEY 


OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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Bagram seems to be conspiring this 
summer towards making the warm season 
in Washington even more uncomfortable. 
First of all, there is Congress which at this 
writing threatens to quit after wrangling for 
six months, mostly spent in unpacking Presi- 
dent Roosevelt’s court-packing plan. 


AsipE from Congress, which provides its 
own fireworks, little relief can be had from 
the heavily charged controversial atmosphere 
of the nation’s capital. Ordinarily one could re- 
treat into the air-conditioned cinema mosques 
to laugh or drowse through some airy farce; 
but alas, this seems to be the summer 
Hollywood has selected to deliver grave lec- 
tures on such social problems as post-war 
destitution in Germany (“The Road Back”) 
or race prejudiced lynching in the South 
(“They Won’t Forget”). Needless to say, 
these heavy messages are depressing enough 
to those who stay awake, but certainly con- 
tain too much shooting for those who just 
drop in for a nap. 


EveEN the daily news prints have turned on 
the heat. War over Europe. War over Africa. 
War over Asia. And there are, of course, at 
least two or three little labor wars going on 
all. the time right here at home. Mechanical 
refrigerators are still making ice in Wash- 
ington, of course, and one can always jump 
in the Potomac if he gets tired of it all. But 
who can really enjoy either a dip or a julep 


M. MILNE-WATSON 
An Englishman looks at American gas service. 
(SEE Pace 195) 
AUG. 19, 1937 


BOWER ALY 
Students debate for the sake of debating. 
(SEE Pace 201) 


with so many folks being worked up into such 
a state over the present Crisis. (N.B.: This 
month’s Crisis has not yet been officially an- 
nounced, so follow your local newspapers for 
further details.) 


SMALL wonder, therefore, that we have fal- 
len into the current tempo in providing the 
literary menu for this issue. There is: (1) 
a discussion of American gas utility service 
by an English observer; (2) an analysis of 
the ever-blooming TVA problem; (3) an 
article which bluntly questions whether com- 
mission regulation is worth the bother of it 
all; and finally, (4) a study of the very art of 
controversy itself, as employed by the recent 
national high school debaters on public owner- 
ship. If this seems rather stout fare for the 
shady eighties or bubbling nineties, we might 
point with some justification to a recent as- 
sertion in the sophisticated New Yorker that 

“there is a whole school of dietitians, of 
course, that believes firmly in the hot concoc- 
tion, the curry, the goulash, for heat-wave 
appetites.” After all, look at Mexico, the home 
of the hot tamale. 


¥ 


ICHAEL MiLNe-WatTson, who does the 
piece on American gas service (be- 
ginning page 195) is no stranger to our sub- 
scribers who belong to the gas industry, be- 
cause, while doing research work in America, 
he interested himself in the work of the 
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KL POWER 


write its autobiography 


TAYLOR RECORDING THERMOMETER —I0 appearance, design 
and construction the highest type of modern recorder available today. 
Three types—Mercury-, Gas-, and Vapor-Actuated. Mercury type uses latest 
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TAYLOR RECORDING PRESSURE a tae A fine and ac- 
curate an instrument as its brother R temp With 





ogc pe Aang 





for Pressure gauge of the highest type—long-lasting, efficient snd econom- 





Taylor Accuratus Tubing, designed to 


changes through which tubing passes and to assure correct bulb comper- 

ature readings. Dust-proof and moisture-proof cases for face-, or flush- 

mounting. Many styles of dard bulb blies are ilable to 
accommodate all types of apparatus. 





ical in operation. In a rust-proof die-cast case which protects the inner 
mechanism against moisture and dust. For face-, or flush-mounting. 
Shown dimly behind the recorder is the Taylor Dial Gauge eutstand- 
ing among indicating instruments. Easy to read ...durable...accurate. 





Study its accurate record as written by the pens of 


Taylor Recording Thermometers and Pressure Gauges 


HO ever thought of power 
writing its life history? But it 
does—in terms of temperature and 
pressure, with the pens of recording 
thermometers and gauges. The chart 
chapters are vital records for every 
power plant. But they must be ac- 
curate records—reliable records— 
the truth and nothing but the truth. 
Through the medium of Taylor 
Recording Thermometers and Pres- 
sure Gauges, power plants get pre- 
cise and accurate records today. 
These instruments are designed 
from beginning to end to meet the 
most exacting requirements in con- 
nection with the production of power. 


They are built to be accurate—and 
to give exceptionally long and eco- 
nomical service. (Their charts are 
printed on specially developed paper 
to eliminate reaction to atmospheric 
changes and to provide the ideal 
writing surface.) 

Shown above are three types of 
modern Taylor Recorders designed 
for power plant use. A Taylor Re- 
cording Thermometer, a Recording 
Pressure Gauge, and a combined 
Recording Thermometer and Pres- 
sure Gauge, a necessity for super- 
heated steam lines. For more com- 
plete information regarding these 
instruments, write for Catalog 68J 


on Temperature Recorders and Cat 
alog 68JF on Pressure Recorders. 
For more direct data on these and 
any other Taylor Instrument fo 
Power Plants, ask a Taylor Rep 
sentative to cover the ground with 
you. For Catalogs or a Taylor Rep- 
resentative, address Taylor Instru- 
ment Companies, Rochester, N. Y. 
or Toronto, Canada. Manufacturers 
in Great Britain—Short & Mason, 
Ltd., London, England. 





indicating Controlling 


TEMPERATURE, PRESSURE end 
FLOW INSTRUMENTS 
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American Gas Association, Mr. MitNe-Wat- 
SON was educated at Eton and Balliol Col- 
lege at Oxford. He received early profes- 
sional training with the firm of Messrs. Bar- 
ton Mayhew, chartered accountants, and in 
1934 joined the staff of the Gas Light & Coke 
Company in London, His research work with 
this English utility has carried him to Soviet 
Russia as well as to our own land. 


¥ 


rR. Bower Aty, whose interesting de- 
scription of the high school debate be- 
gins on page 201, is assistant professor of 
English and Director of Forensics at the Uni- 
versity of Missouri, and has been editor of the 
Debate Handbook since 1933. Proressor 
ALY, a native Missourian, has done graduate 
study at the University of Missouri and the 
University of California. He is now engaged 
in editing the Eleventh Annual Debate Hand- 
book on the Unicameral Legislature, but he is 
spending his sabbatical leave (1937-1938) in 
the city of New York, where he is doing re- 
search in Columbia University. 


> 


Ww the National Association of Rail- 
road and Utilities Commissioners pre- 
paring to assemble for their annual national 
convention at Salt Lake City, August 31st to- 
September 3rd, there promises to be much dis- 
cussion of commission regulation in general. 
Some folks are not waiting that long. Only last 
month Representative John E. Rankin of 
Tupelo, Miss., told the members of the House 
Rivers and Harbor Committee, “There is no 
such animal as state regulation; they have 
found it to be extinct—it went out with the 
dodo!” 


JOHN BAUER 


What have been the practical results of 
commission regulation? 


(See Pace 217) 
AUG. 19, 1937 


PAUL SEVERANCE 


Is disillusionment at hand in the Tennessee 
valley? 


(SEE Pace 209) 


RATHER strong language, perhaps, and a bit 
more forthright than the more moderately 
critical discussion on state commisssion regu- 
lation in this issue by Dr. Joun BAuer, rate 
student, regulatory writer and director of the 
American Public Utilities Bureau, a consult- 
ing group situated in New York. Dr. BAvex 
should be well enough known to FortTNIGHTLY 
readers to forego a recital of his other ac- 
complishments at this point, but maybe in our 
next issue or the one after that we'll have 
something on the other side of the question. 
State commissioners—give ear! JoHN BAUER 
—en garde! 


¥ 


AUL SEVERANCE, who writes for us on the 
P Tennessee valley situation, claims to be a 
“reformed” lawyer. At any rate, although 
starting out in life as a graduate disciple of 
Blackstone, he tells the following tale: “After 
sending my first client, a very palpably inno- 
cent negro, to the workhouse for a year, 
decided that would not be listed among my 
talents when the Great Jehovah calls for a 
final reckoning; I became a reporter and edi- 
tor on Southern papers and The Washington 
Post.” Mr. SEVERANCE spent three years as a 
junketing news gatherer for the government, 
compiling trade reports through Europe and 
the Orient. He was editor of The New South, 
now defunct. He is at present devoting his 
full time to the study of the TVA phenomena. 


THE next number of this magazine will be 
out September 2nd. 


K, bbe 
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We asked 600 
BRIGHT OFFICE iE GIRL 


HO’S the world’s outstanding ex- 
pert on typewriter performance? 
The office girl? Right! 
So we asked 600 of them here in New York 
City what they wanted most in a type- 
writer. The new Remington Noiseless is 
the result. 





It has light touch and smooth, fast opera- 
tion. It makes sharp originals and carbons, 
and clean-cut stencils. Its tabulator system 
is part of the keyboard, so listing figures is 
as easy as typing. And it is wonderfully, un- 
believably silent. 


7 DAYS FREE TRIAL 


Tests show that Remington Noiseless in- 
creases operator’s efficiency as much as 
20%. The girls like it, too. They like its 
speed and neatness. They like the relief it TRY A 


Se = oe bts epee? REMINGTON NOISELESS 
elephone today for a 7-day free trial, or 
mail the coupon for details. No obligation. 7 DAYS FRE E ! 


MAIL COUPON FOR BOOKLET GIVING DETAILS | 


Remington Rand Inc., Dept G-83, 465 Washington Street, Buffalo, N. Y. 


Please send me your free booklet describing the Remington Noiseless 
Typewriter and 7-day free trial offer. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














In This Issue 
7 


In Feature Articles 


Service of American gas companies, 195. 

Theory of customer service, 197. 

Value of centralized gas service system, 198. 

Relationship between gas sales and service, 
200 


Debate on ownership of electric utilities, 201. 
Committee on high school debate materials, 
202 


Cooperative book purchase plan for student 
debaters, 204. 

Results and tendencies of the national high 
school debate program, 205. 

Case for and against private ownership of 
electric utilities, 206. 

Alleged defects of private and government 
ownership, 208. 

Continued rate problem in the Tennessee 
valley, 209. 

Success of private utility “promotional rate 
plan, 210. 

Effect of Federal competition on securities, 
yb 

Litigation involving TVA and private com- 
panies, 212. 

Attempts at TVA-utility compromise, 214. 

Objectives of public utility regulation, 217. 

Consideration due public objectives in regula- 
tion, 218. 

Lack of appropriate regulatory standards, 220. 

Conflict between public and private interest 
in regulation, 222. 

Utility regulation and public ownership com- 
pared, 223. 

Keeping up with Uncle Sam, 225. 


” 


¥ 


In Financial News 


New all-time record for electric output, 227. 


A plea for restoration of confidence in utility 
common stocks, 227. 


I.R.T. bond changes proposed, 228. 
Rural electrification, 228. 
Earnings, 229. 


Midsummer lull in financing, 230. 

Utilities Power & Light two reorganization 
plans, 230 

Abitibi Power & Paper reorganization, 231. 

The CIO and the traction companies, 231. 

Corporate news, 232. 


e 
In What Others Think 


Bankers recognize lending rival in Federal 
credit agencies, 233. 

The seven TVA bills and the press, 234. 

Television as the utility of the future, 239, 


- 
In The March of Events 


Opposes St. Lawrence seaway, 242. 
SEC tightens proxy rules, 242. 
House bill passed, 242 

House seeks Army counsel, 242. 
Flood compact snagged, 243. 
News throughout the states, 243. 


¥ 
In The Latest Utility Rulings 


State commission held to have power to in- 
vestigate records of affiliated wholesale com- 
pany, 251. 

Rates based on original cost theory held not 
to be confiscatory, 251. 

Inadequate earnings as affecting approval of 
securities in reorganization, 252. 

Rates for electric street lighting, 252. 

Distance from source of supply as affecting 
gas rates, 253. 

Use of exchange telephone facilities for toll 
service, 253. 

Invasion of territory through reconstruction 
of abandoned line, 253. 

Miscellaneous rulings, 254. 
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. . and that means the end of restricted high 
price coal buying . . . ask any user. Today with 
Stowe Stokers you can buy the coal that repre- 
sents lowest cost per B.t.u. laid down in your 
storage yard . . . with entire confidence . . . re- 
gardless of its analysis or burning character- 
istics. 

Stowe Stokers of similar construction are 
burning, at high efficiency, the entire range of 
fuels from 5% Ash Pocahontas slack to the 
high ash low fusing coals found west of the 
Mississippi River. They permit operators to 
change from one coal to another as strikes, 
fires, fluctuating mine prices, and changing 
rail, water and truck rates make one coal or 
another the more advantageous to burn. 

New, modern and characterized by impartial 
observers as the greatest forward step in 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 






















mechanical firing in the last 10 years, Stowe 
Stokers will simplify your operations . . . permit 
the use of a less costly furnace construction .. . 
reduce by 50% the carbon loss in the ash... 
minimize draft problems and the stratification 
of gases, and provide other efficiencies and 
economies so great that one user reported: 
“The savings I have effected with Stowe 
Stokers are so great I could not afford to use 
other types even if they were given to me free.” 
More complete details and a fully illustrated 
and descriptive catalog will 
be sent on request. Send for 
a copy. It will pay you to 
investigate Stowe Stokers’ 
many exclusive features for 
either new or modernization 
projects in your plant! 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“T contend that capitalism has never had a chance to 
show what it can do.’ 


¥ 


“Tt’s a queer bill that makes Senator Wheeler a re- 
actionary and Senator Logan a liberal.” 


> 


“One thing for which to be thankful. No one has 
written a song about the Supreme Court.” 


> 


“We have plenty of Oregon men capable of handling 
the office of [Bonneville] administrator.” 


» 


“There is ‘no such animal’ as state regulation. They 
have found it to be extinct. It went out with the dodo.” 


¥ 


“'.. it seems to me that the wisest article in our Ameri- 
can Constitution is the provision against titles of nobility.” 


¥ 


“We who work and live in the South are in the midst 
of stirring events. We stand on the new frontier of the 
nation. Profound changes are moving over the face of 
this region.” 


¥ 


“We need to do more precise thinking, concerning the 
nature of private property, for a farm or business that a 
man works is not the same as the stock that he irresponsi- 
bly holds in a corporation.” 


¥ 


“So long as a minority of the people in America have 
reason to fear that the last bulwark of their liberties is to 
be wrested from them, there can be no recovery or assur- 
ance of domestic peace in America.” 


. 


“Recent wholesale contracts made between private 
utilities and farmers’ codperatives in other states run 
around 1} cents a kilowatt hour and we believe that a 
one-cent rate is entirely feasible in most areas.” 


12 








August 19, 1937 Public Utilities Fortnightly 





vew Durroughs 


LOW-COST SAVES TIME AND MONEY 
Pp AY R @) L L in compiling figures required by the 


MACHINE 


SOCIAL SECURITY ACT 





OTHER BURROUGHS 
MACHINES FOR 
PAYROLL ACCOUNTING 


A typewriter that provides 


4 PAYROLL RECORDS 


in one writing 


1 THE PAYROLL 

2 EARNINGS RECORD 

3 EMPLOYEE’S STATEMENT 

4 PAY CHECK or pay envelope 


With fast electric carriage return, electric shift to capitals, and 
AR Gunccahe senndll aiaiieieaitin toe convenient tabular control—this new Burroughs payroll type- 
payroll records in one operation; many writer writes four payroll records in a fraction of the time 
ree yg BBP ay | a required by ordinary methods. It will pay you to see it, as 
problem may be—Burroughs can provide well as other new Burroughs payroll machines. Telephone the 


equipment to handle the work with i 
pa we HE aeeiedlenae local Burroughs office for a complete demonstration. 
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“For many years, during the hot summer months our 
company has loaned electric fans to many sick persons 
who could not afford to buy them.” 


¥ 


“A few men controlling a few banks control a majority 
of the corporate wealth of the nation, if not a majority 
of the entire wealth of the nation.” 


> 


“The business which is most likely to succeed is one 
that strives to give to its customers something more than 
the physical commodity that it sells.” 


“The President says a government employee has no 
right to strike or bargain collectively. John Lewis always 
looks better in somebody else’s yard.” 


¥ 


“American transportation service will continue to hold 
its world leadership and will become increasingly ade- 
quate and responsive to whatever demands are placed 
upon it.” 


> 


“For power production and river control, TVA is 
magnificent. But like the St. Lawrence seaway, it is not 
primarily a navigation project, but a power project. 
Why does the Federal government so frequently have to 
go sneaking around in false faces?” 


¥ 


“With that threat [TVA competition], we would be 
glad to buy TVA power and give our customers the bene- 
fit of any lower rates. The TVA, however, is refusing 
to sell power now and this threat makes it extremely 
difficult for the company to finance itself.” 


¥ 


“ |. . present territorial freight rate boundaries, which 
are the outgrowth of tradition, constitute barriers against 
the free flow of commerce which are hampering and re- 
stricting the normal development of the nation as a whole 
by preventing a full utilization of the varied natural re- 
sources that exist in different regions of the country.” 


> 


“Some persons think there is no market for Bonneville 
and Grand Coulee power but we only have to take a 
lesson from our own experience. In the last thirty-five 
years the output of [Seattle] City Light has doubled 
every five and a half years. It is a task for Hercules to 
provide the power. In eleven years we shall sell twice as 
much as today and in sixteen and a half years, eight 
times as much,” 
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C-E Steam Generators, Type VU 
have been bought for... 








THIS RANGE 























of capacities, pressures, temperatures and fuels 
A PARTIAL LIST OF CONTRACTS 
cs . — 
CAPACITY| DESIGN, | TOTAL | No. PLANT 
PER UNIT|PRESSURE| TEMP. | OF | COMPANY sth FUEL 
(Ib per hr) | (Ib persqin)| (deg. F) |UNITS 0 10N 
20,000 | 350 700 | 1 + |Taggart Bros, Co., Inc. |Herring, N. Y. P.F, 
30,000 | 450 | 725 1 |National Container Corp. Jacksonville, Fla. | Wood Bark & Oil 
35,000 | 450 |} 730 | 2 |Fulton Bag & Cotton Mills, Inc.| Atlanta, Ga. P.F. 
40,000 425 | 675 | 2 Allied Paper Mills | Kalamazoo, Mich. |P F 
45,000 300 366* 1 Cannon Mills Co. Concord, N. C. |P.F. 
50,000 | 200 | 465 1 Dunlop Tire & Rubber Co. | Toronto, Ont., Canada | P.F. 
| | 

55,000 650 | 650 2 |The Celluloid Corp. | Newark, N. J. P.F. & Oil 
60,000 500 | 665 2 |Armour & Co. East St. Louis, II. |P.F 
70,000 | 300 470 | 1 | Acadia Sugar Refining C Ltd. | Dartmouth, Nova Scotia} P.F .& Oil 
75,000 | 225 440 1 |University of Tennessee Knoxville, Tenn. |P. F. 
80,000 | 400 ; 650 | 1 |Granby Consolidated Mining, 

} | Smelting & Power Co. Princeton, B. C. IP. F. 
90,000 | 500 | 750 1 {Filer Fiber Co. Filer City, Mich. P.F. 
100,000 | 450 | 700 3 |Great Lakes Steel Corp. Detroit, Mich. om & B.F. Gas 

| 

110,000 | 475 750 4 |Sanitary District of Chicago | Chicago, Il ie 4 & Sewage Sludge 
120,000 | 450 715 1 |The Brown Company | Berlin, N. H. 
160,000 725 835 | 2 Kansas Gas & Electric Co. Wichita, Kans. te & Gas 
200,000 | 525 760 2 Nebraska Power Co. Omaha, Nebr. Oil & Gas 











*Saturated steam temperature at present operating pressure 


“IE above partial list of contracts evidences the 
wide variety of fuel and operating conditions to 
which the Type VU Steam Generator is applicable. 
Type VU Steam Generators are completely 
standardized units, identical in design features re- 
gardless of size. A 20,000-lb. capacity unit is 
similar in all respects to a 200,000-lb. unit, the 
drum sizes, amount of heating surface and general 
dimensions being varied in standard increments to 
suit particular requirements. 


Emphasis may properly be placed on the many 


special design features and the uniformly high 
quality of construction which distinguish the Type 
VU Generator. These characteristics assure ex- 


ceptional economic and operating results and are 
responsible for the widespread popularity of this 
modern unit, as evidenced by its purchase for 
plants in every section of the country and in vir- 
tually all major industries. 

Detailed information on the Type VU Steam 
Generator is available in a recently issued catalog. 
May we send you a copy? 


COMBUSTION ENGINEERING COMPANY, 


200 Madison Avenue, New York, N. Y. Canadian Associates, Combustion Engineering Corporation, Ltd., Montreal 
ALL TYPES OF BOILERS, STOKERS, PULVERIZED FUEL SYSTEMS AND HEAT RECOVERY EQUIPMENT 





INC. 
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RILEY PULVERIZERS 





in Central Stations 


Plant after plant in the Public Utility industry has swung to Riley 
Pulverizers .. . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 

Oklahoma Gas & Electric Co. . . . Repeat Order 

Stamford Gas & Electric Co., Conn. i 
City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 
Dubuque Electric Co., Iowa 
Central Iowa Power & Light Co. 
Lynn Gas & Electric Co., Mass. 
Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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PORCEMBIN PRODUCTS, INC, 


ersburg, West Virginia 
HI-VOLTAGE IMBBULATORS —SINCE 1894 








Utility Investment 


Keeping lines free from trees is a 
profitable investment — attested to 
by the majority of the country’s lead- 
ing power companies. It is a further 
investment to be sure the tools used 
protect your men from accident. 


BARTLETT Tree 


Trimming Tools 





are endorsed and used by the 
largest utility companies, be 
cause they are highly efficient, CD 

strong, light and easy to handle. ‘e 

The No. 1-W Tree Trimmer, OKOKOY 

clips limbs up to 14” with ease KL LESS OER 

and has the patented Compound Y 

Lever side cutting head with 

pulley which gives a _ cutting PLEASE w ' 

power of 9 to 1. Handles are 6 ii. 
2 - feet in length hae, extra 

ength easily attached. Onlv a 

side cutting head leaves clean COPPERWELD NON-RUSTING 
wounds. , 
You can’t go wrong on any Geuce Qalbri G4Ha 


Bartlett Tool. Ask for prices 


and full information today. Re rdied Wi ne 
BARTLETT MFG. CO. NEVER uccd PAINTING 


Made Only in Detroit, Michigan 
P S p ear 
3025 EAST GRAND BOULEVARD That's why they COST LESS per yec 
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OIL TESTING 
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P. U. R. Question Sheet Plan 


N educational opportunity 
for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical finan- 
cial and operating questions dis- 
cussed and decided by the State 
Commissions in their investiga- 
tions of public utility companies. 


$25.00 a year for the Public Utilities 
Fortnightly with Question Sheets and 
answers. 

$10.00 a year for Question Sheets 
and answers alone. (This subscription 
is for those who have access to the 
Public Utilities Fortnightly.) 


For further information address 


PUBLIC UTILITIES REPORTS, Inc. 


1038 Munsey Bldg., Washington, D. C. 











other 


L&H Calrod provides the 
world’s fastest, flameless cook- 
ing heat. Utensils rest directly 
upon the FLAT thrift coils. 
L&H Electric Ranges have 
the exclusive “EQUALIZED 
HEAT” oven that makes per- 
fect results a certainty. 


ELECTRIC RANGES 


A. J. LINDEMANN & HOVERSON CO. 


aon, 
on 











Sealed in rust-proof metal, L&H Calrod is 
protected for a lifetime of normal household 
use. Find out how the new L&H Electric 
Ranges pave the way to increased sales. 


MILWAUKEE, WIS. 
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USE CLEVELANDS- 


for Quality Trench ——— 





The Cleveland “Baby Digger” pioneer of 
small trenchers is extensively used by Gas, 
Telephone, Electric Light, Water Companies, 
etc., in cities and suburbs where compact, 
mobile and flexible trench-cutting equipment 
is demanded. 


Built-in features make it available on a 
maximum percentage of such work. 


a PEP DAY DE PANE BD 
5s vaush @ DIGGER Model 95 


The “Model 110” has the speed, power and 
stability for ditching cross-country on 
Natural Gas, Oil, Gasoline and Buried 
Cable Lines. 


Built for operation in the roughest country 
under difficult soil conditions. Friction free 
enclosed units eliminate wear. Cuts thou- 
sands of feet of trench per day at lowest 
possible cost. 


e CLEVELAND 
MODEL 110 


The Cleveland “Tamper-Backfiller” is the 
most economical and satisfactory method of 
permanently replacing dirt in excavations. 


Reduces hazard of pavement-depressions. 
Permits completion of work and restoration 
of surfaces immediately. Costs little to 
operate. Compact design and mobility permit 
its use almost anywhere. 


-ALSO- 
CLEVELAND TRAILERS — CLEVELAND TRENCH GUARDS 


THE CLEVELAND TRENCHER COMPANY 


20100 ST. CLAIR AVE. CLEVELAND, OHIO 
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Ride With Changing 
Coal Prices 


Coal burning equipment 
should be able to burn coal 
from any field so that you can 
shift your purchases to take 
advantage of changes in coal 


prices. Taylor Stokers, be- 
cause of their design, have 
an outstanding reputation 
for burning a wide variety 
of coals. Capitalize on this 
fuel flexibility! 

















Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 


















This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





August 19, 1937 Public Utilities Fortnightly 





Ol-OXj,o 
7 











@ To the operating man, A.C.S.R. means many years of service with 
low maintenance costs. Power transmission and rural distribution lines 


are likely to be more profitable investments where conductors are 


Aluminum Cable Steel Reinforced. 


ALUMINUM COMPANY OF AMERICA 


2134 Gulf Building, Pittsburgh, Pa. 


ALCOA-ALUMINUM 


ALCOA 
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HE heftiest problem that 

harries the thoughtful 

American business man 
is the responsibility to be suc- 
cessful. 


If he fails in that basic duty 
everything else in the busi- 
ness picture becomes aca- 
demic detail. 


You can’t blink the fact—his 
success is a “must” for your 
sake, as well as his own. 


Why? Because only a busi- 
ness that takes in more than 
it pays out can hope to keep 
going and meet payrolls. 


And only a going business 
can support the flock of other 
businesses that depend on it 
for orders to keep their men 
and machines going. 


Finally, only a successful busi- 

ness has the surplus money it 

takes to work out improve- 

ments in products and values which insure 
future jobs. 


Darin depression, only those companies 
fortified by success are able to carry em- 
ployes by dipping into reserves built up 
during prosperous times. 


The extent to which American private enter- 
prise did dip into reserves during 1930-34— 
totals by latest estimate some $26,600,- 
000,000. 


That’s the amount paid out, over and above 
income, to keep plants going and men at 
work. 


In other words, industry voluntarily con- 
tributed more than twice what the Government 
spent for “‘priming the pump’’—not to mention 
the fact that business earned its money, 
whereas Government money comes from 
borrowing and taxes. 


This shows in cold-turkey figures why busi- 
ness success is a “‘must.” 


So also does the illuminating fact that 
40,000,000 stockholders and their depend- 
ents have a stake in and directly benefit from 
ownership in American business. 


All of these people—all the millions of 
gainfully employed—all Americans including 


employes, hi 


s constantly 


yourself, zo matter where you live, what your 


work or you do it—have not merely a 
casual but an acute meal-time interest in 
seeing business in this country go ahead! 


Business Raises Living Standards 


Only 35 years ago there was but one insur- 
ance policy-holder to ten people—today, 
every other person in America has a life in- 
surance policy. 


There were only 1000 radios in 1920—in 
1935, the number of families with radios 
was 22,869,000. 


In 1913, there was one bathtub to ten people 
in American towns and cities—fifteen years 
later there was one to every five people. 


Thus have people enjoyed an increasing 
abundance of things in America, a business 
nation. 





This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
blished here are indicative of its spirit and contents. 
rite for gemple copyto NATION’S BUSINESS, 
WASHINGTON, D. C, 
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ie TICKET? 


To Economy—To Convenience—To Dependability 





Kinnear Rolling Grilles and Kinnear 
Rolling Doors were selected by the New 
York Central Railroad for their Syracuse, 
N. Y. Passenger Station. 


Let KINNEAR Solve Your Door Problem 


Modern! Attractive! Convenient! In keeping 
with any up-to-date structure! That’s what 
can be said of these aluminum Kinnear Roll- 
ing Grilles and Rolling Doors. But still more 
important they provide the same space-saving 
upward action . . . the same easy, rapid oper- 
ation ... and the same care free efficiency . . . 
the same rugged, dependable construction that 


has made Kinnear Doors the choice, for so 
many years, for all classes of Railroad and 
Public Utility use. Whenever you have an 
opening to be filled insist that Kinnear be 
called. As Door Specialists, with a nation- 
wide organization and complete facilities, they 
alone can give you “the ticket” to real 
economy in door operation and maintenance. 


Offices and Agents in All Principal Cities 


The KINNEAR Manufacturing Company 


2060-80 Fields Avenue Columbus, Ohio 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. ‘The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation. 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 
the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
—— the methods for estimating and accounting for actual depreciation 
—— the detailed analyses of 68 court decisions on valuation 
the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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PAYLOADS 


Haul more for less money with a GMC 


For ‘‘bigger payload’”’ trucks, see GMC. For (1) biggest half- 
ton trucks, and (2) cab-over-engine models with long load 
space, buy now while GMC prices are crowding the lowest! 


Time payments through our own Y. M. A. C. Plan at. lowest available rates 


GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 


YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICHIGAN 




















—1 
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GREATER VALUE 





Linger Life 


Leiber Unit 
Cost. 





BOTH QUALITY CELLS 


“EVEREADY” “IGNITOR”— for years, the outstanding all-purpose dry cell. 
Long a universal favorite with railroads, it has stood the test of time in 
applications running all the way from heaviest rail car ignition work to 


light telephone service. 


“EVEREADY” SPECIAL RAILROAD AND INDUSTRIAL CELL—with 
more costly materials and advanced manufacturing technique, the traditionally 
high quality cell is made even better. Retaining the high amperage necessary d 
for satisfactory ignition service, it gives longer heavy service life and longer 


light service life—and of necessity, costs more. 


WE MAKE THEM BOTH. YOU HAVE YOUR CHOICE 





NATIONAL CARBON COMPANY, Inc 


ucc 
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The careful investor judges a 
security by the history of its 
performance. 


in three-quarters of a century of continuous 
production, has established a record of per- 


formance that is unequalled in the history 
of insulated wires and cables. 









Kerite is a seasoned security. 
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H YDRAULIC_ TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 
* Power Operated Rack Rakes 
* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 


Tet HUBBELL process s Pig De Coatin 


|W, Backed by YEARS of Opener) ipeeieicemamlei 
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me. Hubbell & Ne me pioneered the MECHANICAL coating of 

‘TEEL PIPE, the Mills. THE FIRST STEEL PIPE WAS 
COATED IN ‘AUGUST, 1928, AND SINCE THEN OVER 7,000 
M HAVE BEEN COATED BY THE HILL-HUBBELL 
PROCESS. The record of coating r 7,000 miles of STEEL PIPE 
in the last 9 years establishes. Bill- Hubbell & Company as the 
leader in this field in both YEARS of experience and MILES of 
STEEL PIPE coated. In fact, this ae is not even smenety 





























tion ause coating is applie a 8, 
INDOOBS, under ideal. weather conditions. Aromos, cant, Ceates’ by the HILL-HUBBELL Process 
€ This bulletin with 
a keg beat efariet: Mt orem emare hae aes 
¥ efici or protecting : ; t 
BUY STEEL ses ices. Write bd 






Mill Coated and : 
Wrapped at any of 
these Mills 













Central Tube Company 
sega, & pengnne Steel 
! Tube Compan: 
Steel Ci ‘a 






BN 
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GENERAL PAINT CORPORATION 









Three coats of enamel, one wrapping of Felt, we ‘eo coverin 
sreerH bam, tg, seplied mechanial, at ONE. tne st 
the HILL-HUBBELL Process. ” is : 
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Skill of the operator - not his endurance - hangs up records 

of big yardage moved with the Buckeye “& Yard Clipper. 

Every movement of the Buckeye Clipper is controlled by fin- 
ger-tip pressure on easy operating vacuum control levers. Swing, trav- 
el and hoist simultaneously if the job calls for it. | 
Ease of control is matched by dependable perk The 
METERED VACUUM CONTROL SYSTEM of the Buckeye Clipper is 
unaffected by changes in temperature, by small leaks, or water in the 
lines. Do not contuse this control system with hydraulic or air press- 
ure systems. Write for complete in jon, before you buy any %& 
Yard excavator. 4 





SHOVELS - CRANES - TRENCH HOES 
CLAM SHELLS += = = = = DRAGLINES 


THE BUCKEYE TRACTION DITCHER COMPANY 


FINDLAY, OHIO. U.S.A 
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Williamsport Stranc 
As built to last Longer, 


See the pure, heavier galvanizing—how 
even it is, and because of that, how 


tightly and firmly it lays against the coat 
of the next wire. This means less friction, 
and longer wear. Bend the wire—try to 
crack its more uniform coat—and see how 
it resists flaking. This helps keep out cor- 
rosion, extends the life of Williamsport 
Strand. 


Why not try Williamsport next time you 
order strand? It's always good to check 
your equipment . . . to see that you get 
maximum service . . . so will you arrange 
to compare Williamsport Strand on your 
operations? 


~ WILLIAMSPORT WIRE ROPE CO. 


122 SO. MICHIGAN AVE., CHICAGO—WILL IAMSPORT, PA. 
Other Offices in All Principal Cities 
Joslyn Manufacturing & Supply Co. 
20 N. WACKER DRIVE, CHICAGO, ILL. 
NATIONAL DISTRIBUTORS FOR WILLIAMSPORT STRAND 
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Have Been 
Bought 
for 
Direct / 
Firing: 


B&W Pulverizers having a total capacity of over 2600 tons of coal 
per hour have been bought in the United States alone for the 
direct firing of boilers. All these pulverizers are of the same type 
and many of them have been in service for periods of one to seven 
years and have proved conclusively that they— 

Can be depended upon to give reliable service, 

Can handle coal of any grade or moisture, 

Respond readily to load changes, 

Maintain fineness, 

Maintain capacity, 

Provide a rich starting mixture, 

Are not damaged by tramp iron, 

Are adapted to fully automatic operation. 
These and other-reasons why the Type B Pulverizer is the logical 
choice for direct-firing pulverized-coal systems are fully discussed 
in Bulletin G-19, which also presents the many advantages of the 
B&W Direct-Firing System. For your copy simply return the coupon. 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY STREET, NEW YORK, N.Y. 


| 85 LIBERTY STREET NEW YORK, N.Y. 


Please send... .withevt ebligetion.....o 
copy of the “B&W Direct- Firing 











BABCOCK & WILCOX 
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DAVEY LINE CLEARING SERVICE 


Trained Tree Experts 


Davey men are fully trained not only in line 
clearing problems but also in all problems 
of general tree care. The public naturally 
recognizes them as qualified tree experts to 
whom their valuable trees may be safely 
entrusted. They give you: 


@ Thorough Tree Knowledge 
@ Intelligent Performance 

@ Good Public Relations 

@ Skillful Workmanship 

@ Most for Your Money 


Men on line clearing are frequently trans- 
ferred back to general tree care work as a 
means of keeping abreast of new develop- 
ments which may be at least indirectly 
helpful in line clearing activities. Davey 
men know their business. 


THE DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


APPROVED 
BY 
UNDERWRITERS’ 
LABORATORIES 





PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO, 


523 Atlantic Avenue 
Brooklyn, New York 





1 0. Goma 1-sateb bate, 
WY, FYod ab bat 
EVERY BEND 
SAVES A FITTING 
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Air Conditioning 


—everybody’s business 


Think of it in terms of business 
—or think of it as happier living 
—it’s here and none of us can 
afford to ignore it. 


Air Conditioning, as ‘‘ Products of General 
Motors’ develop it, is a year round matter. 

Keeping warm in winter is a part of it. 
So is keeping coo/ in summer. But true 
Air Conditioning — man’s latest victory 
over the elements — the creation of your 
own special weather—calls for more than 
heating and cooling. It requires in addi- 
tion that during the whole year the air you 
breathe be regularly changed, cleaned and 
circulated... air that has been humidified 
(moistened) in winter and de-humidified 
(moisture removed) in summer. Such is 
the miracle of modern Air Conditioning! 

What General Motors did with the 
motor car, it has done with automatic 
heating... made it an everyday affair— 
so efficient that it is now an economy in 
even the most modest home. 

And now comes another General 
Motors achievement — one that is vitally 
important to every -* man—whether 


he owns, or leases, or rents... Frigidaire 
Controlled-Cost Air Conditioning. 

First it offers equipment of the exact 
size needed. This is very important — be- 
cause if it is too small it will not perform 
efficiently. If it is too large it will cost 
too much to operate. 

Next it offers the fype of installation 
that is most adaptable to any building— 
whether it is old or new—owned or leased. 

Then it provides the kind of air condi- 
tioning required—whether simple cooling 
or more elaborate control of a// atmos- 
pheric conditions. 

It offers matched and balanced equip- 
ment—each part in the system designed 
to work smoothly and economically with 
every other part. 

But most important of all, Controlled-Cost 
Air Conditioning puts all the facts on the 
table. It removes the ‘‘mystery”, the 
‘‘guesswork’’—and because you know the 
facts you can control the cost. 

Air Conditioning is, and must be, every- 
body’s business. Make it your business to 
get the facts now from Delco-Frigidaire. 


Mt Vays to lal lo 


DELCO-FRIGIDAIRE 


The Air Conditioning Division of General Motors, Dayton, Ohio 


AUTOMATIC HEATING, COOLING AND CONDITIONING OF AIR 
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COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 





The Type HV instruments combine a 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
ieee s0y.13-5.2 minimum space requirements make 


them desirable for metering and con- 
TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Coads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





DISCONNECTING SWITCHES 


7.5 to 275 K. V. 
(MANUAL OR MOTOR OPERATED) 


x *k* * 


A COMPLETE LINE 
FOR EVERY SERVICE 
2 ak f 


ASK FOR 
COMPLETE CATALOG 


q 


Delia-Star QQ) Electr Ge 


2400 BLOCK FULTON STREET, CHICAGO, ILL. 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





August 19, 1937 


For | 
Permanent 
Economy in 
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EVERAL YEARS AGO, Johns- Manville 
introduced Transite Electrical Conduit 
—an asbestos-cement material so inherently 
strong and permanent that it ended the ex- 
pense of “concreting-in’”’ on many under- 
ground duct systems. And provided virtual 
freedom from maintenance whether installed 
under or above ground. 

Today, its companion conduit . . . Trans- 
ite Korduct . . . is lowering electrical dis- 
tribution costs—and keeping them low— 
on jobs where concrete casings must be used. 

Differing from Transite Conduit only in 
its lesser wall thickness, Korduct offers the 





WHEREVER 
CONDUIT 
must BE 

uCONCRETED-IN” 
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electrical conduit 
must be “‘concreted- | 
in’’—the light weight 
and long lengths of 
J-M Transite Korduct 
cut material and 
labor costs, assure 
immediate instal- 
lation savings. 


same basic permanence, the same freedom 
from maintenance. 

Its lighter weight and long lengths reduce 
both material and handling costs. Hence 
on multiple-duct systems, in tunnels, bridge 
structures, dams—or wherever the service 
calls for “‘concreting-in,’’ Transite Korduct 
is your logical conduit choice. 

Making new conduit installations . . . re- 
placing existing materials? Be sure you get 
the new data-sheet manual on Transite 
Korduct. It also includes new data on 
Transite Conduit. Write Johns-Manville, 
22 East 40th Street, New York City. 


Johns-Manville 
TRANSITE KORDUCT 
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A New Low-Cost Foam Tool! — 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary lerger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21/2"). 
When the water is turned on, PHOMAIDE, 
e new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solv- 
tion into the Hip Pack. 


This is NEWS. Without obligation, esk for 
descriptive literature, prices and a demonstre- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


Promaise ns Phonaide 
PLAY PIPE 


SOLUTION 
developed, made and sold by 


Maer ome) 
os 


NEWARK NEW J 


nanaas erry 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














August 19, 1937 Public Utilities Fortnightly 


EFFICIENT SIMPLICITY 
Only TWO Moving Parts 


The simpler it’s built, the cheaper 
it’s serviced—and the Style G V 
is just another example of 


Connelly engineering in the de- 
sign of regulators for maximum 
economy and dependability in 
service line operation. 

The guided valve insures perfect 
seating, while the streamline 
soft seat gives increased capacity. 
There are no threaded or flanged 
parts subjected to high pressure. 
Easily accessible without remov- 


ing regulator from line. Orifice 
ra ] ° adjustable for meeting changed 
Style GV Service Regulator pressure conditions. Weight or 
A spring loaded type with mercury 

Ask for Bulletin No. 200-1-B or “no seal.” 


CONNELLY Governor company 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 











VULCAN SOOT BLOWER CORPORATION 
“Du Bots C Pennsylvania 
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END-OF-A-CORD HEATING 


A Thoroughly Practical 


Entirely Automatic 
Electric Steam Radiator 


H's by steam produced by elec- 
tricity. Gives off both radiant and 
convected heat same as any well be- 
haved steam radiator. 


Shipped with the right amount of non- 
freeze water, all ready to plug in. 


It is heat on wheels. Mounted on ball 
bearing casters, can be pushed from 
room to room. Weighs so little can be 
easily carried upstairs or down. 


Equipped with both a thermostat and 
automatic current cut-off. Smallest 
size consumes the same amount of cur- 
rent as an electric iron. 


Made in 4 sizes for 115 and 230 volt 
A.C. current only. 


Attractively finished in a neutral color 
with black trim. Yields good margin 
of profit. Backed and guaranteed by 
Burnham, makers of heating equip- 
ment for over half a century. 


Send for circular giving detail infor- 
mation. 


Manufacturers of Heating Equipment Since 1873 


IRVINGTON, NEW YORK 
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ONLY OIL IN THE WORLD 
THAT CARRIES THIS OKAY. 


Approved or Recommended by 80% 
of all Machinery Builders 








N___JIll 18 








Youcan rely upon what the 
builder of your equipment 
tells you about Lubrication. 


It is extremely significant that with all 
the good lubricants available today, only 
Gargoyle Lubricants carry the recommen- 
dation and approval of 80% of this 
country’s leading machine builders. 


agree that on matters of lubrication the 
word of the machine builder is impor- 
tant. That’s why it may be profitable 
for your capable plant staffs and Socony- 
Vacuum engineers to work together . . . 
solving individual operating problems. . . 
gaining increased manufacturing profits 
easily measured in dollars and cents. 





Here’s assurance of quality and 
lubricating efficiency that 
. makes ma- 


protects 
capital investments . 
chines work better and produce faster 
. reduces friction and power loads 
. curbs maintenance and “idle” 
time . . . lowers annual cost of plant 
lubrication. 
Hundreds of thousands of machin- 
ery users, in 110 different industries, 





THIS SPECIALIZED LUBRICATION 
FOR YOUR PLANT: 


] Curbs friction loss and reduces power 
consumption. 


Reduces repair, replacement and main- 
tenance expense. 


3 Steps up machine efficiency for greater 
production. 


4 Lowers oil bills to make plant lubri- 
cation cost less. 











GORE 


SOCONY-VACUUM 


INDUSTRIAL LUBRICATION 


Lubricants 





71 Years’ Lubrication Experience — the Greatest in the Business 
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A peek 
at the PEAK 


--- LED TO LOWERED DEMAND RATE 


Because the bills for the power it was purchasing ona 
maximum demand rate seemed exorbitant, a certain in- 
dustrial plant didn’t feel it was getting all it paid for. 
An unpleasant situation arose. Something had to be done. 


A Bristol’s Recording Ammeter was called into service. 
The current consumption throughout the day was 
charted. Every fluctuation, every change in load and the 
time such change took place, was recorded. As a result, it 
was found that a high peak occurred between 7 and 8 a.m. 


The remedy was simple. A minor change was made in 

plant routine, the peak was eliminated without curtailing 

Bristel’s Recer sia: Adiitieies, 4 plant capacity, and power charges were amicably and 
Model 640M satisfactorily adjusted. Write for Bulletin No. 436X. 


THE BRISTOL COMPANY, WATERBURY, CONNECTICUT. Branch Offices: Akron, Birmingham, Boston, 
Chicago, Detroit, Los Angeles, New York, Philadelphia, Pittsburgh, St. Louis, Seattle, San Francisco. Canada: The 
Bristol Company of Canada, Limited, Toronto, Ontario. England: Bristol’s Instrument Company, Ltd., London, N. W. 10 


BRISTOLS 


TRADE MARK REG. U.S. PAT. OFF. 
PIONEERS IN PROCESS CON TROL Sine 1889 
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On ACCURATE 
PRESSURE 


CONTROL 


EMCO e 
RANGELATOR 


iy EMCO Gector 
SERVICE 
REGULATOR 


EMCO LOW PRESSURE 
BALANCED VALVE 
REGULATOR wit? 
EMCOLOADER mM 
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Bey A-BELT 


COAL AND ASHES HANDLING 


EQUIPMENT 








) oyae nals (-ye) eae Moh’ iad Oro)-j a O) o\-vuctsleys) 








THE PECK CARRIER 


TRACK HOPPERS CRUSHERS POWER HOES 


ELEVATORS AND CONVEYORS 


SKIP HOISTS WEIGH LARRIES 


ROTARY R.R. CAR DUMPERS 


POWER TRANSMISSION MACHINERY 


CRAWLER AND LOCOMOTIVE CRANES 
NY -3 elo I fe) a OF-1E-Y Lele fs : Address Nearest Office 


LINK-BELT COMPANY 
Indianapolis L Angeles 


Chicag Auanta 
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INTERNATIONAL @nnounces 


Two New Traclraclors 





The popular features which have 

won International TracTracTors 

such an enviable position in the 

crawler tractor field are now avail- 

able in two new TracTracTors. One 

is the Model TD-35 DIESEL, which 

follows the design of the larger 

Model TD-40 and brings the many 

advantages of the International 

DIBSEL Engine in a somewhat 

smaller tractor at a lower price. The 

TD-35 is a true DIESEL— in design, 

performance, and economy—yet it 

starts on gasoline and converts itself = % 
automatically to full DIESEL opera- ~~ a 
tion after warming up for one minute International Model TD-35 DIESEL TracTracT or 
or less. 

The other new TracTracTor is the speed governors; 5-speed transmissions; 
Model T-35—a 6-cylinder spark-ignition- ball bearings at 43 points; replaceable 
type tractor built for efficient operation cylinders; Tocco electrically hardened 
on gasoline or distillate. crankshafts; special dust seals; fuel 

With the exception of the engines, strainers; air cleaners; oil filters; and 
these two new TracTracTors are prac- unit construction throughout. With this 
tically identical. Both feature variable- type of construction, important work- 

ing parts may be removed as 
units, enabling the owner to make 
adjustments or replacements in 
the shortest possible time. This 
important time-saving feature 

keeps maintenance costs down. 
These two new International TracTrac- 
Tors (available in standard or wide treads) 
are already serving many branches of in- 
dustry, adding to the reputation built up 
through the years by the International T-20, 
T-40, and TD-40 DIESEL. International 
Industrial Power also includes a full line 
of wheel tractors, and power units in sizes 

up to 110 max. h.p. 

The nearest International Industrial 
: : Power dealer or Company-owned branch 
International Model T-35 TracTracTor will supply complete details. 








aa 


INTERNATIONAL HARVESTER COMPANY 


606 So. Michigan Ave. (lecorporated) Chicago, Illinels 


INTERNATIONAL HARVESTER 
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The Archives of the United States, Washington, D.C. 


A Monument to Future Generations 
WIRED WITH 


CRESCENT ENDURITE 
WIRE and CABLE 


Elec. Contr.; H. P. Foley, Washington, D. C. 





CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 











All types of Rubber Insulated Cables can be 
furnished with CRESCENT ENDURITE Insulation. 


Look to past performance in building for the future. 
Where conductors are subject to excessive temperature 
and aging conditions; where maximum life is paramount; 
where cost of replacement would be prohibitive—it’s a 
job for CRESCENT ENDURITE Rubber Insulation. 
CRESCENT ENDURITE incorporates the latest and 
most advanced developments in the super aging type of 
insulation and more than satisfies the requirements of 
Federal Specifications, JC-106 and JC-121. 
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@ No. R4808 





MORE THAN A MILE 


OF CUBIC FEET OF 


Cooler Hiri PER MINUTE 


Qo 


GUTHFAN—“Cools You All Ouer’” 


with Indirect Lighting 


Efficient, modern-day illumination, 
providing glareless, shadowless, soft 
lighting, is available with GUTH- 
FAN, as one complete unit. 
Office-morale, the will to work, is 
definitely enhanced by this proper 
method of lighting and cooling. 
GUTHFANS are equipped with 
guaranteed motors; Guth indirect 
lighting reflectors are finished by the 
amazing new ALZAK process. 


Write us for further particulars. 








MAILING COUPON 
Edwin F. Guth Com 
2600 Washington ~~ 
St. Louis, Mo. 
Send immediately additional in- 
formation on 


GUTHFAN 
INDIRECT LIGHTING 
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Automatic sectional house heating with efficient, mod- 
ern appliances of the direct application type with 
thermostatic control open up a great mass market to 
house heating by gas. They make such heating prac- 
tical, inexpensive. They solve the problem of the many 
homes in which central heating plants cannot be in- 
stalled. They are rapidly expanding the sales of both 
fuels and appliances. 

Robertshaw provides a complete line of tested space 
heater thermostats for circulators, radiant heaters, 
floor furnaces, unit heaters, warm air units, kitchen 
heaters and gas steam radiators. Write for Robertshaw 
Space Heater Thermostat Bulletin. 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD. PA. 


Write for 


ROBERTSHAW 
‘SPACE HEATER 
THERMOSTAT 
BULLETIN 
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(™ POWERFUL, 
PORTABLE, SIMPLE 
[IN OPERATION, AND 

[ WORK FOR 


2,0 ¢ AN HOUR 








@ The General Gas Superintendent of 

one of the important middle west power 

companies states, “We wish to inform 

you that to date we have used the Barco 

Hammer quite frequently and it has cer- 

tainly performed like a top. It is difficult } my By PRG EYE 
to redline now, how we ever got along taken to 2 lob quickly and cheaply 
without this equipment.” 


Breaking . . . digging .. . drilling... 
driving sheeting or test rods . . . cutting 
asphalt . . . or back-fill tamping, the 
Barco can be used wherever the operator 
has room to work. It takes on the tough- 
est kind of hammer job without the aid 
of auxiliary equipment. 


Further details are yours for 
the asking 


BARCO MANUFACTURING CO. 
1803 W. Winnemac Ave., Chicago, Ill. 


it operates efielentiy a “ele weather or 
summer. Altitude does affect its 
power 


q BARCO,.. scum 
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Split Case 
Type Has 
Inter- 
changeable 
Parts 


THE 5 MILLIONTH 


NO DETERIORATION 
NO OBSOLESCENCE 
CAPITAL VALUE REPS IRER 


@ NEPTUNE METER CO. 

THOMSON METER CORP. 
esas Eecaines 50 West 50th St., (Rockefeller Center) 
Of The Water New York City 


Works Field 
NEPTUNE METERS, LTD., 345 SORAUREN AVE., TORONTO, CANADA 





OVER 6 MILLION TRIDENT & LAMBERT 
WATER METERS MADE & SOLD THE WORLD OVER 
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Years ago our old name — American 
Steam Pump Company — was entirely 
appropriate, for then we made steam 

px pumps only. 
‘/~. Yeast But now we also build centrifugal 
pumps, turbine pumps and power 


and solid case types. 





And so to better associate our Com- 
pany name with our long established 
trade name — American-Marsh — by 
which most of our equipment is known, 
we have recently changed our Com- 
pany name to that used in the signa- 


STEAM PUMPS . . Simplex and ture below. 
Duplex types in all practical sizes. 





However, there has been no change 
in financial structure ...no change in 
management... no change in quality 
standards maintained for more than 60 
years ...no change in address. 


TURBINE PUMPS . . Only one May we be favored with your next 


wearing part, a perfectly balanced pumping inquiry? 
impeller. 


AMERICAN-MARSH PUMPS, INC. 


Centrifugal, Turbine, Steam, and Power Pumps 


BATTLE CREEK ... . MICHIGAN 
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Hleat Transfer Depart } i IEANNEI rE, PA. 





District Offices in Princi 
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{ Pacific Coast Gas Association ends annual convention, Seattle, Wash., 1937. 








Y American Water Works Association, Central States Section, concludes session, 
Dearborn, Mich., 1937. 





{ Pennsylvania Electric Association will hold annual convention, Bedford, Pa., 
September 8-10, 1937. 








1 Wisconsin Utilities Association, Transportation Section, will hold meeting, Green 
Lake, Wis., September 13, 14, 7. 





{ International Association of Electrical Inspectors, Northwestern and Southwestern 
Sections, begins joint meeting, Salt Lake City, Utah, 1937. 








4 American Transit Association and affiliated associations will hold convention, White 
Sulphur Springs, W. Va., September 19-24, Pe 





V1 pinets Telephone Association will hold session, Peoria, Ill., September 22, 








{ American Water Works Association, North Carolina Section, starts meeting, Wil- 
mington, N. C., 1937. 





q Illuminating Engineering Society will convene for session, White Sulphur Springs, 
W. Va., September 27-30, 37. 





Q Iron and Steel Exposition will be held, Chicago, Ill., September 28—October € 
1, 1937. 





@ American Gas Association will hold convention, Cleveland, Ohio, September 27-— 
October 1, 1937. 








4 American Institute of Electrical Engineers opens Pacific Coast convention, Spokane, 
Wash., 7. 











{ National Association of Railroad and Utilities Commissioners starts convention, Salt 
Lake City, Utah, 1937 





Se SEPTEMBER — 








|W | 


{ Chicago Exposition of Power and Mechanical Engineering will be held, Chicago, Iil., 
October 4-9, 1937. 





Photo by Horydcsak Courtesy, Potomac Klectric Power Company 


High Tension 
Fresco by James Michael Newell 
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The Customer Service Of 
American Gas Companies 


As Viewed by a Foreign Expert 


By M. MILNE-WATSON 


PROPER analysis of customer 
A service in the United States 
would necessarily be an ex- 
tremely lengthy document if it were to 
be in any way complete. It is, how- 
ever, possible to review the whole on 
general lines and to come to certain 
conclusions, although more specific 
problems such as that of cost show too 
much variation, due to geographical 
position and company size, to be dealt 
with in a short review. 

With the growth of intense compe- 
tition from both electricity and oil, the 
gas industry has been forced to pay 
ever-increasing attention to every 
branch of sales promotion not only by 
reviewing and recasting the com- 
modity rates but by entering into a 


195 


variety of schemes to increase appli- 
ance sales. The result of this, while 
not only gratifying to the industry it- 
self, has come as a surprise to the out- 
side critics who firmly believed that 
the gas industry had passed its zenith 
and was entering in upon a gradual 
decline to end in the industrial lumber 
room. In point of fact, the gas indus- 
try has been methodically entrenching 
itself and preparing itself once more 
for an unlimited future of prosperity. 
Yet, because it is not a spectacular 
industry, the superficial observer has 
jumped to the conclusion that it has no 
place in modern life. For the same 
reason few people probably realize 
that more candles are sold in the U. 
S. A. today than ever before. 
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The success of the modernizing 
schemes has largely been due to the 
revolution in the design and manu fac- 
ture of gas burning appliances. Today 
we think only in terms of enamel and 
almost entirely of automatic appli- 
ances. A range must be artistic in de- 
sign, spotless in appearance, and capa- 
ble of almost human intelligence in 
cooking capabilities. Water heaters 
must be able to turn themselves on and 
off when the householder runs any hot 
water faucet in his house. Central 
house-heating units are built to respond 
to the least variation in room tempera- 
ture while not receiving any attention 
from fall to spring. These are but a 
few of the advantages on which the 
users of modern gas appliances have 
learned to rely without question. Few 
people outside the industry, however, 
appreciate what a strain all this has 
thrown on the service side of the 
business. 


HE old time service man was little 

more than a pipe fitter. Today he 
is required to be a highly trained engi- 
neer and the change-over in the organi- 
zation to provide for this has been not 
only difficult in the short time avail- 
able but has been a considerable finan- 
cial burden. To add to the difficulty 
the revolution in gas appliance design, 
and this is not too strong a phrase to 
apply to it, has been extremely rapid 
and continuous. Every few months 
some appliance manufacturer intro- 
duces further novelty in design or 
some additional labor-saving device. 
Immediately these are sold to the pub- 
lic either through dealers or the gas 
companies’ own new business depart- 
ments and the service departments are 
expected to do all the necessary main- 
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tenance and repairs with quite insuffi- 
cient time to educate their service men. 
Moreover, many appliances only show 
their peculiarities when out on the 
field with the result that there is bound 
to be a certain amount of experimental 
work done on them on the customers’ 
premises and this inevitably makes for 
bad customer relations. 

I have felt it necessary to run over 
this brief historical summary of the 
gas appliance situation because it is 
essential to bear it in mind while ap- 
praising customer service. It is only 
too easy to criticize service as bad 
while forgetting that selling policy is 
largely responsible for the situation 
and that, try as one may, one cannot 
turn a fitter into an engineer in twenty- 
four hours. 


F2 the next few years every gas 


company will be building up a 
better trained and more technical force 
of service men and as this is done so 
should customer service be improved. 
It is bound to be an expensive course 
to take but no one will dispute its neces- 
sity. 

There is probably no other country 
in the world more rich in selling ability 
than is the United States, and the gas 
industry has its full share of this. But 
the sale of gas appliances is not like 
the sale of a motor car or a fountain 
pen. It is a means rather than an end. 
Unless the purchaser is satisfied with 
the apparatus he will either reject it or 
at any rate avoid using it to its maxi- 
mum, and this, of course, entirely de- 
feats the objects of the gas company. 

Merchandising in itself should not 
be and rarely is of profit to the utility 
company. Moreover, certain gas com- 
panies in the states go even further and 
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abandon merchandising altogether to 
their dealers. This raises an interesting 
but entirely alien problem, but the 
point remains that although no gas 
company can afford to avoid the stimu- 
lation of merchandising directly or in- 
directly, its greatest responsibility be- 
gins after the installation of that mer- 
chandise in a customer’s house. It 
must see that the appliance is kept in- 
stalled and kept in efficient working 
order for here is the keystone of the 
whole business. It is a matter of regret 
that,only too often this is not fully ap- 
preciated and the service department is 
looked upon as of secondary impor- 
tance to the new business department. 
It is not possible to overrate the im- 
portance of the customer service de- 
partment in load building as well as 
load keeping and companies must be 
prepared to expend money on the serv- 
ice side of their business. 


HE theory of customer service 

might be divided into two parts: 
first, the most important side, its appli- 
cation to the customer; secondly, the 
methods and organization employed 
by the gas companies in giving this 
service. 

To have customer service from a 
customer’s point of view one must at 
once accept the fact that from this 
angle perfection is impossible. The 
more service is given, the more is de- 
manded, but even more disappointing 
to a gas company than this is that con- 
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sumers are never surprised and rarely 
pleased with what service they do get. 
This fact should be clearly understood 
by gas companies, but while never 
being allowed to act as an excuse for 
any delinquencies, it should not be al- 
lowed to upset the true sense of propor- 
tion of what is necessary as against 
redundant service. 

Fear of criticism has, I think, driven 
some gas companies to slightly absurd 
lengths in rendering service. For in- 
stance, many companies are willing to 
provide free ice in cases where a re- 
frigerator break-down is reported. It 
is amusing to speculate on where this 
would lead to were electric companies 
to have equally sensitive consciences. 
Consider black-outs such as took place 
recently in New Jersey or in Man- 
hattan early in 1936. It is a matter of 
praiseworthy pride to gas companies 
that they render unparalleled service, 
but any suspicion of overdoing it will 
very soon be taken advantage of. 

Already the public in many parts of 
the country has learned that the gas 
companies are easily frightened by the 
electric bogey and use it as a weapon to 
get something for nothing. As a 
further example of what extreme 
lengths may be gone to in the desire to 
please a fickle public may be cited the 
gas company which teaches all its serv- 
ice men to cook. It does not need 
much imagination to visualize the 
scorn of a housewife who is offered a 
cooking lesson by her gas fitter. 


“THERE ts probably no other country in the world more rich 
in selling ability than is the United States, and the gas in- 
dustry has tts full share of this. But the sale of gas appliances 
is not like the sale of a motor car or a fountain pen. It is a 


means rather than an end.” 
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W HAT customers expect and have a 
right to get is prompt and effi- 
cient service and, on the whole, I think 
that they are being given this by the 
American gas companies. The most 
irritating thing which can happen to a 
customer is to have his call for service 
tardily answered and then followed by 
a series of service men, none of whom 
is competent to finish the work satis- 
factorily. As one woman remarked 
when six men had called in an attempt 
to mend her refrigerator: “I would 
rather keep a dog than a gas man curled 
up on the mat.” 

It is when we come to study the 
methods necessary to provide repeated 
and efficient service that we find how 
far the gas companies in the states 
have gone. Almost all the companies I 
visited have or are in the process of 
adopting the centralized system by 
which all orders for service are re- 
ceived at one office and the work is 
then passed out either directly from a 
single central shop or through two or 
three according to whether this is made 
necessary by geographical size. The 
advantages of this method have made 
it almost universal. It provides possi- 
bility for the complete and central keep- 
ing of records, it avoids the differential 
treatment of consumers between dis- 
trict and district, it gives complete 
fluidity of labor to be able to cope with 
sudden calls in any one area, and it 
makes for saving in costs by reducing 
overheads, transport, and office work 
generally. 


O NE of the essentials of the central- 
ized system is a central telephone 
exchange for the reception of all serv- 
ice calls. A single telephone number 
is listed in the telephone book and the 
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public is gradually educated to use this 
number. A batch of receiving clerks 
take orders which may vary from a re- 
quest for a supply of gds to a refrigera- 
tor complaint. A divergence of opinion 
exists here among gas companies as to 
whether these receiving clerks need be 
men with a practical engineering train- 
ing or not. Certainly it can be of no 
disadvantage and it may prove an asset, 


‘as they can help elucidate the trouble 


from a customer who is confused and 
completely untechnical in his descrip- 
tion of a complaint. Moreover, -a 
trained clerk is often of use in finding 
out the truth from those customers 
who have learned that they can always 
get immediate attention provided that 
they prefix their requests by a com- 
plaint of gas leak. 

But an even more important reason 
for having trained telephone clerks lies 
in the fact that as far as possible any 
promise made over the telephone to a 
consumer should be fulfilled. When a 
consumer rings up the company he in- 
stinctively feels that the clerk to whom 
he speaks is the company. Therefore 
if that clerk is rude or ignorant or 
promises service which is later not ren- 
dered, this counts as a bad mark to the 
gas company and not merely discredit 
to that particular clerk. If, therefore, 
clerks have been trained in service 
work in addition to the art of answer- 
ing the telephone politely, patiently, 
and intelligently, they may be trusted 
to promise service within certain 
periods of time and in this case such 
promises must be kept. 


I F this centralized telephone system is 
elaborated, as has been done in cer- 
tain cases, to include such things as 
high bili complaints or bill repeat re- 
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Service of American Gas Companies 


sad Bec as a whole, I very much doubt whether in any country 

the gas industry gives such good service as it does in Ameri- 

ca. Yet even in America, the scope of this work is belittled by the 

public who seem unable to have the least appreciation of what such 
service is costing.” 





quests, it can be linked up by special 
lines to the billing department and the 
enquiry can be answered without any 
delay to the consumer. A three-party 
connection is made and the consumer 
can hear the conversation between the 
telephone receiving clerk and the bill- 
ing clerk. Delay in finding the con- 
sumer’s account can be reduced by 
dividing the company’s area into zones. 
The telephone clerk can then, having 
discovered the consumer’s locality, 
switch himself straight through to the 
particular zone involved, where the 
billing clerk can immediately lay his 
hand on the correct meter book. This 
system makes for speed and satisfac- 
tion to the consumer and avoids the 
displeasing “handing on” which can be 
so irritating in large companies. 

If a request for service is received, 
the telephone clerk makes out a job 
order ticket and passes it to the record 
section and here, I think, it is possible 
best to adjudge the efficiency of any 
service department. 
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A= service department should 
have full records of all supplies, 
meters, and appliances but such records 
must be used intelligently and not kept 
like a stamp collection. The best, in my 
opinion, that I saw had open file records 
of every supply together with all ap- 
paratus connected. The service order 
is then checked against the records in 
order to discover such things as 
whether the meter is locked or un- 
locked, whether the appliance is under 
guaranty or maintenance agreement, 
and, most important of all, what pre- 
vious service calls have been made at 
that address during the last three 
months. This last, with the exception 
of employee training, is the best system 
by which to reduce repeat calls. Some 
companies go very far in this connec- 
tion and use their foremen to check 
every job and to do the routing work 
themselves. The foremen are thus able 
to check each man’s work individually 
and in the event of a chronic complaint 
they go out on the work themselves. 
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Another company makes the routing of 
the work purely automatic but every 
job is checked for a previous service 
call. If two previous calls have been 
made within the preceding two or three 
months the previous job tickets are 
extracted and passed with the new 
order to a special service man who, 
thus armed with the history of the 
case, makes a special call. 

In either of these cases, it is the 
principle which is important—that a 
system has been evolved by which more 
expert labor is used for recalls and the 
attention of the men is drawn to what 
work has already been done on this 
particular service call. Every effort in 
fact is made to prevent chronic or re- 
current complaints. 


HE company which uses its fore- 

men to do the routing of the work 
has an ingenious system by which each 
foreman spends a fortnight in the 
office and a fortnight out on the dis- 
trict working with his men. In this 
way a foreman gets office responsi- 
bility as well as being prevented from 
losing touch with conditions in the dis- 
trict. Moreover, by working in with 
the men, they help very largely in their 
training. 

This brings one on to the real back- 
bone of customer service—the training 
of the personnel. Here again we have 
two schools of thought, the companies 
who believe that every service man 
should be able to deal with every job 
as against the theory that specialists 
should be employed for such things as 
refrigerator and house-heating work. 
Probably the answer is that it depends 
upon the size of the company and that 
large companies do best with special- 


ists and the small with the all-round 
workmen. Whichever system is em- 
ployed, it is essential that a foreman 
or specialist attend to“every call made 
for the third time within a 3-month 
interval. 

As the labor side of the service is 
the most expensive, so it is logical that 
it should be the most studied. In this 
branch money cannot be overspent be- 
cause the more expert men, the fewer 
will be the requests for service and 
greater will be the reduction of chronic 
complaints. Throughout the country-! 
have found very fair realization of this, 
but in many cases, if criticism is to be 
made, I feel that not enough money is 
spent on “refresher” courses for the 
men, which, in view of the ever-chang- 
ing type of appliances, is becoming 
more than a necessity. 


os. I must touch on the relation- 
ship between sales and service. 
Ideally, this should be as close as pos- 
sible for three reasons: first, to give the 
sales side of the business a sense of 
responsibility with regard to the appli- 
ances which they sell ; secondly, because 
the salesman is constantly in touch with 
the public and should therefore know 
best what service is required; thirdly, 
to avoid any situation where the sales- 
man can always put the blame on the 
service man and vice versa, and the 
public are the sufferers. 

Taken as a whole, I very much doubt 
whether in any country the gas indus- 
try gives such good service as it does 
in America. Yet even in America, the 
scope of this work is belittled by the 
public who seem unable to have the 
least appreciation of what such service 
is costing. 
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The High School Debate 
On Electric Utilities 


The government ownership controversy furnishes the question for this 

year’s display of youthful oratorical ability, in preference to such ancient 

favorites as: Resolved that the horse is more useful to man than the 
cow; or, Resolved that the pen is mightier than the sword. 


By BOWER ALY 


DIRECTOR, NATIONAL DEBATE LEAGUE 


URING the past year thousands 
of boys and girls in the high 


schools of every state in the 
union followed an organized program 
of debate. They addressed audiences 
in Oklahoma City, Jacksonville, At- 
lanta, Topeka, and Denver—and in 
nearly every other city in the country. 
Altogether, many millions of people 
have heard the debates. And here is 
the point for those who are interested 
in the utilities : Every debate presented 
an argument for and an argument 
against the proposition that all electric 
utilities should be governmentally 
owned and operated. 

The first question the organization- 
minded American is likely to ask about 
such a debating program is: “What 
makes it work ?” 

The origin of the present program 
may probably be traced back to the old 
literary society. When the present older 
generation was the younger genera- 
tion, it was quite the fashion to con- 
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sider seriously such propositions as 
Resolved: That the horse is more use- 
ful to man than the cow; or Resolved: 
That the pen is mightier than the 
sword, 

Nowadays, however, the younger 
generation would feel such topics quite 
beneath them. The young people pre- 
fer to debate propositions with wide so- 
cial, political, and economic implica- 
tions. In recent years, for example, the 
national debate topics have involved 
discussions of the chain store, the sales 
tax, socialized medicine, and Federal 
aid to education. 

But even though the debates arise 
out of the genuine interests of young 
people, there must be a directive 
agency. The agency in this case is a 
typically American one—the commit- 
tee. The committee on debate materials 
and interstate codperation is a stand- 
ing committee of the National Univer- 
sity Extension Association. The asso- 
ciation itself is made up of the respon- 
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sible heads of the divisions of exten- 
sion of the leading American univer- 
sities.’ The committee is the regularly 
constituted agency of the association. 


ee HE committee on debate materials 
is neither an autocratic nor a pro- 
motional group. It is an agency offer- 
ing the means of codperation to the 
autonomous debate leagues. The league 
in Kansas, Oklahoma, Kentucky, and 
other states has complete independence. 
It is independent not only of the com- 
mittee but also of all other state debat- 
ing leagues. 

Despite the complete independence 
of the state leagues, the committee can 
and does exercise many useful func- 
tions, of which the most important is 
clearly the approving of a national 
proposition for debate. Every fall the 
chairman of the committee sends out a 
bulletin to the several state league di- 
rectors, requesting suggestions for 
propositions to be debated in the series 
of debates planned to begin a year later. 
All suggestions received are studied 
and classified by the chairman of the 
committee before the meeting of the 
annual conference, which is usually 
held at the time and place of the annual 
convention of the National Associa- 
tion of Teachers of Speech. From the 
topics suggested—often as many as 
seventy-five or eighty—the conference 
selects three to be submitted to a na- 
tion-wide referendum of the state de- 
bate leagues. At the same time, the 
topics are given over to a committee 


1 The committee is at out composed of 
the following members: L. Hilton, Uni- 
versity of Arkansas ; Louis ‘tliftons University 
of Kentucky; C C. Stanton Belfour, University 
of Pittsburgh ; Miss Almere L. Scott, Uni- 
versity of Wisconsin ; and H. G. Ingham, 
chairman, University of Kansas. 


on wording*® which attempts to phrase 
each topic and its context in an accept- 
able form for contest debating. 


W HEN the state leagues have re- 
turned their ballots, the proposi- 
tion receiving the highest total is ap- 
proved by the committee. But approval 
by the committee does not bind any 
state league. Any league is free either 
to accept or to reject the proposition. 
But, since the approved proposition is 
always chosen carefully with a view to 
its national application, and since the 
cooperative activities of the committee 
are all directed toward the approved 
proposition for the year, most of the 
state debate leagues find it advanta- 
geous to choose the approved proposi- 
tion. For several years, at any rate, 
from thirty to forty of the state debate 
leagues have joined in the common en- 
deavor. 

But the major responsibility of the 
committee does not cease with selecting 
a topic and approving a proposition. 
No sooner has the topic been selected 
than the committee begins considering 
ways and means of providing its state 
debate leagues with factual and argu- 
mentative material concerning the 
chosen issue. The first step is the se- 
lection of an editor to undertake the 
publication of the two volumes pub- 
lished annually by the committee. The 
editor, who is chosen annually, must 
be a representative of one of the mem- 


2The present committee or wording is 
composed of the following members: Profes- 
sor Brooks Say, Bates College, oe aap 
Maine; Professor T. A. R Rousse, Uuivorsity © 
Texas; Professor A. Craig Bair q 4 2 
versity of Iowa; Professor H. 
University of Wisconsin ; AB . parte 
Roberts, George Wash ington University, 
Washington, D. C.; Professor Bower Aly, 
Chairman, University of Missouri. 
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ber institutions ;* he must have demon- 
strated competence to edit the publica- 
tion; and he must secure a satisfactory 
estimate for the printing of the books. 


yee of the two volumes published 
annually under the auspices of the 
committee is published in thirty or 
more simultaneous editions, the edi- 
tions being alike except for the cover, 
which usually bears the name of the 
state debate league subscribing to the 
edition. Each of the two volumes runs 
approximately 224 pages, but they dif- 
fer radically in their content. The first 
volume, known as The Debate Hand- 
book, contains, in addition to a selected 
bibliography and an analysis, original 
contributions to the subject under dis- 
cussion. The current Handbook on 
electric utilities, for example, pre- 
sents diverging points of view by 
Harry W. Laidler, Carl D. Thompson, 
F. A. Newton, Wendell L. Willkie, 
Warren M. Persons, Joy Elmer Mor- 
gan, and Judson King. But the sec- 
ond volume, known as the Debate Sup- 
plement, is limited almost entirely to 
reprints from the best current sources 
—books, magazines, and addresses. 
Both the Handbook and the Supple- 
ment, it must be remembered, will go 


’The following men have edited the pub- 
lications in recent years: U. S. Senator Josh 
Lee, formerly professor of speech, University 
of Oklahoma; Professor E. C. Buehler, Uni- 
versity of Kansas; and Professor Bower Aly, 
University of Missouri. 


e 


eventually through the state leagues 
not only to the city high schools, but 
to towns and villages where library fa- 
cilities are often inadequate, if not 
actually nonexistent. 


or the inadequate library fa- 
cilities in many communities, and 
realizing fully that public speaking of 
the best sort must come with wide read- 
ing and study, the committee has not 
been satisfied to rely exclusively on its 
own publications. And the committee 
has been fortunate at this juncture in 
utilizing the resources of the many 
American organizations interested in 
controversial matters. 

In questions involving the sales tax, 
or the chain store, or socialized medi- 
cine, or government ownership, or 
even Federal aid to education, there 
are many pamphlets, articles, and 
monographs _ representing varying 
opinions. The editor is charged with 
the responsibility of securing, select- 
ing, and approving the materials of 
opinion for free distribution to the 
several state debate leagues. 

During the recent debate season, 
for example, many thousands of pam- 
phlets were secured from the Edison 
Electric Institute, the Public Owner- 
ship League of America, and other or- 
ganizations representing definite but 
differing points of view. Each state de- 
bate league was able to requisition the 


eration, it was quite the fashion to consider seriously such 


q “WHEN the present older generation was the younger gen- 


propositions as RESOLVED: THAT THE HORSE IS MORE USE- 
FUL TO MAN THAN THE COW; or RESOLVED: THAT THE PEN 
IS MIGHTIER THAN THE SWORD. Nowadays, however, the 
younger generation would feel such topics quite beneath 


them.” 
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materials free of charge through the 
committee and to distribute them free 
of charge to the high schools. 


B” the program of the committee 
does not stop even at this point. 
Going still further in an effort to im- 
prove the level of debating by provid- 
ing adequate reading matter on the sub- 
ject of debate, the committee has ini- 
tiated the codperative purchase plan. 
Under this plan individual students 
gain the advantage of the mass de- 
mand for books stimulated in a given 
field by the selection of a given topic, 
and the publishers are generally quite 
willing to codperate in arrangements 
covering large purchases. Thus, many 
boys and girls are enabled to purchase 
some of the best standard volumes in 
the field of the debates at one-half the 
list price. During the current year, for 
example, some fourteen items were 
available on the codperative basis, in- 
cluding Confessions of the Power 
Trust, by Carl D. Thompson, and 
Government Experimentation in Busi- 
ness, by Warren M. Persons. 

Not being satisfied, however, to 
limit its activities to the printed word, 
the committee has continued to snon- 
sor the annual broadcast. The annual 
broadcast, known as the radio demon- 
stration debate, was initiated in 1933 
by T. M. Beaird, University of Okla- 
homa, who was for many years chair- 
man of the committee on debate ma- 
terials and interstate codperation. The 
national radio debate is not intended as 
a model for high school students to 
follow. It is, rather, a demonstration 
by recognized leaders in the field of 
controversy of their points of view. 
Coming as it does at the very begin- 
ning of the debate season, the radio 
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demonstration debate serves to stimu- 
late the interest of high school students 
and their parents in the question under 
discussion. “ 


IX fact, responses from the past de- 
bates, which have been arranged 
over the national network through the 
courtesy of Levering Tyson and the 
National Advisory Council on Radio 
in Education, have indicated the high 
popularity which the program holds, 
not only with the debaters for whom 
they are primarily planned, but with 
casual listeners as well. The popular- 
ity of the program is no doubt due in 
part to the controversial issues under 
debate ; but it must result, also, to some 
degree, from the character and high 
ability of the speakers chosen for ap- 
pearance. 

In issuing invitations to appear on 
the nation-wide debate, the committee 
is careful to receive suggestions from 
any parties having an interest in the 
subject of controversy. From the per- 
sons available, the committee issues in- 
vitations to those who can presumably 
best represent their side of the contro- 
versy before high school students who 
will be listening in from Maine to Cali- 
fornia and from Florida to Oregon. 

In the 1935 debate, for example, the 
case against socialized medicine was 
put by Dr. Morris Fishbein and Dr. 
R. G. Leland, who represented the 
American Medical Association. And in 
the national debate in 1936, the case 
for private ownership of electric util- 
ities was represented by Professor 
G. W. Dyer, of Vanderbilt University, 
and Vice President W. C. Mullendore, 
of the Pacific Gas and Electric Com- 
pany, who had been suggested to the 
committee by representatives of the 
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Alleged Defects of Private and Government Ownership 


“... Uf the believers in electric utilities privately owned are to carry 
the public with them, they should have to give clear evidence that the 
industry is free of dishonest and corrupt practices. And if the be- 
levers in electric utilities governmentally owned are to win the final 
debate with the voters as the judge, they shall have to demonstrate 
that government management will free itself of the inefficiency 
and favoritism which, in the public mind, inevitably accompany 
boss rule.” 





electric industry. At the same time, the 
case for public ownership was set forth 
by Norman Thomas, who had recently 
been a candidate for President on the 
Socialist ticket, and by Harry W. 
Laidler, executive director of the 
League for Industrial Democracy. 

All in all, if we are to judge by the 
degree of interest aroused, the radio 
demonstration debate is probably the 
outstanding feature of the national de- 
bate program. 


However: still other services pro- 
vided either by the committee or 
by the state debate leagues are prob- 
ably more useful to the debaters them- 
selves. The committee, for example, is 
sometimes able to encourage the pub- 
lication of articles concerning the de- 
bate topics in magazines of national 
circulation, and the editor is frequently 
able to codperate with legitimate pub- 
lishers issuing volumes dealing with 
the debate topic. 
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Moreover, the individual state de- 
bate leagues often mimeograph articles 
which have a high value only in their 
local application; and the package li- 
brary service of the various extension 
divisions is exploited in the arrange- 
ment for the distribution of books and 
pamphlets not easily available other- 
wise. Indeed, in innumerable ways, the 
state debate league or extension divi- 
sion assists the individual high school 
debater or debate teacher in carrying 
on his research. As a matter of fact, it 
should be emphasized here, as it was in 
the beginning, that the actual, substan- 
tial work of the debate program is car- 
ried on by the autonomous debate 
leagues. That peculiar American insti- 
tution, the committee, is merely an 
easy means of providing for mutual 
self help. 


Pipers the tremendous labor 
which goes into the high school 
debate program, one may well ask: 
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“What comes of it all?’ Clearly there 
are many results which cannot be cata- 
loged, but at least three are quite evi- 
dent. One is the opportunity given 
many thousands of boys and girls, 
young men and women, to gain experi- 
ence in speaking to people on public 
questions. The second outcome is cer- 
tainly to be found in the incentive 
which the debates provide for the study 
of public questions. For the effective 
speaker soon learns that mere glibness 
cannot take the place of mastery of the 
facts and theory of his subject matter. 
If, for example, he is debating electric 
utilities, he needs no prod to force him 
to study the theory of rates and depre- 
ciation, the policies of holding com- 
panies, and governmental experience in 
business. 

But what is possibly the most impor- 
tant result of the national debate pro- 
gram is, unfortunately, sometimes al- 
most completely overlooked. Perhaps 
the most significant fact about the en- 
tire program is that it provides our one 
truly national forum. For the high 
school debaters, who are themselves in 
training, are nevertheless reaching, in 
the aggregate, millions of citizens with 
their discussions of current vital ques- 
tions, and they provide an influence 
which can hardly be approached. 


} genom there is no better way to 
exhibit the national debate program 
as a forum than to outline some of the 
results and tendencies of the debate 
series on electric utilities just con- 
cluded. What arguments did the de- 
baters present to their audiences? To 
what arguments has the national mind 
been subjected? What points, by and 
large, seemed most effective for and 
against government ownership. 
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Obviously, there has been great va- 
riation in the nature and type of argu- 
ment presented. Local issues—such as 
the supposed high rate charged in My- 
town, Missouri, for current used by 
the electric iron, or the possible loss to 
the school district of Ourville, Kansas, 
if a municipal plant is built—have ap- 
peared time and again. In some debates 
the success or failure of TVA has been 
the whole issue, while in others, TVA 
has not been mentioned. 

The individual differences which 
have appeared are an interesting com- 
mentary and should certainly be ob- 
served. Nevertheless, one who has 
heard a great many of the debates on 
governmental ownership of electric 
utilities is inevitably impressed by what 
might be called a composite affirmative 
and a composite negative. The com- 
posite affirmative may be thought of 
as those arguments which have ap- 
peared again and again in the support 
of the proposition that the government 
should take over the electric utilities. 
They represent, in a sense, the summa- 
tion of that part of the national mind 
which favors government ownership. 
The composite negative, on the other 
hand, is made up of the recurring argu- 
ments for private and against govern- 
ment ownership, and they, in turn, are 
perhaps a summation of present opin- 
ion opposing the proposition that all 
electric utilities should be government- 
ally owned and operated. 


HAT is the national case against 

the electric utilities, privately 
owned? Two arguments appearing in 
one form or another represent the 
composite affirmative. The first argu- 
ment against private ownership is, 
right or wrong, that rates are too high. 
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Very little has been said, evidently, in 
complaint about service. But again 
and again, the argument about rates 
has been presented, with or without 
statistical comparisons. Many times 
the nonstatistical argument has run 
about as follows: “The utilities pay 
enormous salaries, bonuses, and divi- 
dends. If they did not do so, the rates 
could be lower than they are. Since the 
rates could be lower than they are, 
they are now too high.” Frequently 
the affirmative speaker has told the 
housewife in the audience how she 
could use the extra current which he 
presumes she should get for her 
money. 

In the statistical approach, the com- 
posite affirmative more likely than not 
will involve a comparison between the 
United States and Ontario. But if the 
comparison is between municipal and 
private rates, there may easily be the 
assumption that private rates should 
be substantially lower than municipal 
rates, with an attempt to show that 
they are not so, in fact. 

The second point in the national af- 
firmative case may be called—as it has 
been called many times already—‘‘the 
graft and corruption argument.” It 
represents the story of the Foshay de- 
bacle, the Insull crash, and the expo- 
sures of the Federal Trade Commis- 
sion. The affirmative speakers have 


viewed Wall Street with alarm and 
have pointed, albeit with no pride, to 
the octopus which they have called the 
holding company. The national indict- 
ment with great indiscrimination is 
clearly drawn against the entire indus- 
try. Unethical and downright dishon- 
est practices, crooked business, the 
ruining of small investors, the milking 
of small companies—all of these argu- 
ments have been presented by the af- 
firmative speakers the nation over to 
audiences in many cases quite recep- 
tive. 


B UT what about the national case for 
private ownership? Three argu- 
ments compose it. The first seems to be 
that individual initiative must be pre- 
served. The second is that the govern- 
ment has usually failed in business in 
the past, and should, therefore, keep 
hands off private industry. And the 
third, curiously enough, is exactly the 
same as the second affirmative argu- 
ment, to wit, “graft and corruption.” 
“Politics,” in the more invidious sense, 
has been excoriated. The political boss 
has been named as an evil influence 
who must not be allowed to get his 
filthy hands on the electric utility in- 
dustry. And this side of the graft and 
corruption argument, like that of the 
affirmative, has been presented to au- 
diences all over the country, to au- 


tional debate] program is that it provides our one truly na- 


sents the most significant fact about the entire [na- 


tional forum. For the high school debaters, who are them- 
selves in training, are nevertheless reaching, in the aggregate, 
millions of citizens with their discussions of current vital 
questions, and they provide an influence which can hardly be 
approached by any other agency.” 
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diences likewise, in many cases, quite 
receptive. 

The dual use of the “graft and cor- 
ruption” argument suggests not so 
much the preoccupation of the public 
mind as it does the tendency of the de- 
bate program, as a national forum, to 
analyze a proposition and expose an 
issue. For the essential issue in the 
controversy, so far as the public is con- 
cerned, has been clearly outlined. It 
is simply which form of management, 
private or governmental, is most likely 
to give efficient service at low rates. 
But “graft and corrution,” whether in 
private or in public business, seems to 
establish clearly in the public mind, 
correctly or incorrectly, the strong pre- 
sumption of inefficiency—the particu- 
lar kind of inefficiency which is re- 
flected in excessive costs to the con- 
sumer. It is fairly clear, then, that if 
the believers in electric utilities pri- 
vately owned are to carry the public 
with them, they shall have to give clear 
evidence that the industry is free of 
dishonest and corrupt practices. And 
if the believers in electric utilities gov- 


ernmentally owned are to win the final 
debate with the voters as the judge, 
they shall have to demonstrate that 
government management will free 
itself of the inefficiency and favoritism 
which, in the public mind, inevitably 
accompany boss rule. 


M EANWHILE, the debaters move 

ahead to another question. Al- 
ready throughout the nation they are 
preparing their debates for next year 
on the proposition just announced: 
“Resolved: That the Several States 
Should Adopt a Unicameral System of 
Legislation.” 

Perhaps we shall hear more during 
the coming year about graft and cor- 
ruption. Anyway, it is interesting to 
observe that the proposition which the 
debaters are now attacking concerns 
what is presumably a reform in the 
processes of government—a reform 
not unrelated to the other central issues 
which have occupied the minds of the 
debaters and their audiences during the 
debate season just now being con- 
cluded. 





Mountains, Molehills, and Monotony 


¢ Tas odd mixture of styles, the Mississippi river a sewer and the 

Mississippi a sensible river control project, is characteristic of 
the Washington diction ... People at Washington have been known to 
declare war on the profit ‘system. They then explain that their hostility 
extends only to exorbitant profits. 

“Well, now! When you assail the profit system you mean, in the or- 
dinary use of words, that you advocate socialism. But when you oppose 
exorbitant profits you merely advocate something that we started to do 
fifty years ago when we set up the Interstate Commerce Commission 
to watch railroad rates. It is this mixture of the Stalin touch and the 
Interstate Commerce Commission touch in the Washington literary style 
that has a good many citizens jittery. 

“To be sure, it isn’t as bad as it used to be. There was a time a couple 
of years ago when every other person you met said the revolution was 
coming. When he saw you turn pale and lean against the desk he kindly 
explained that by the revolution he meant no child labor under fourteen, 
which we had virtually wiped out anyhow.” 

—EDITorIAL, 
New York Times. 
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The Continued Problem 
In the Tennessee Valley 


The problems growing out of competition between 
the Federal government and private interests in the 
generation and sale of electric power further com- 
plicated by the appearance of steam in the picture. 


By PAUL SEVERANCE 


HE so-called “power yardstick” 
T in the Tennessee valley, regard- 

less of its vaunted merits or 
rank inequalities, is proving definitely 
one feature that gives knowledge valu- 
able alike to both private power in- 
terests and the advocates of Federal 
operation. This is that vigorous reduc- 
tions in domestic power rates are im- 
mediately justified through increased 
consumption and the stimulated sale of 
electrical appliances. 

It has long been the attitude of the 
utilities that rates would be lowered as 
rapidly as extended use of power 
justified. They have felt, quite reason- 
ably, that invested private capital could 
not afford the risk and loss of drastic 
rate cuts over the period of years it 
was thought would be necessary to take 
up the slack. Federal plants, they 
reasoned, might take such risks. The 
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question of relative taxation and the 
distribution of production costs of 
dams to various services, such as navi- 
gation, flood control, etc., might excuse 
such headlong tactics as the sweeping 
rate reductions proposed by “yard- 
stick” standards before consumption 
soundly justified such schedules. 

The current annual reports recently 
issued by the Tennessee, the Alabama, 
and the Georgia power companies all 
give supporting proof of prompt ac- 
celeration of power consumption on the 
heels of tempting rates. Unquestion- 
ably, in Tennessee particularly, this 
spurt of business has been coupled with 
most vigorous sales campaigns in 
which the Tennessee Company has 
done an excellent job. In this com- 
pany’s territory, too, there has been the 
supporting influence of TVA activities, 
both as an aid in sales financing and 
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directly as a help toward building 
sales. Also an important factor has 
been the vast publicity, pro and con, 
that has made this buying audience 
electrical appliance minded. Receptiv- 
ity has been heightened ; desire whetted. 
As a result sales records that were ad- 
mittedly phenomenal a year ago have 
been far outdone in this past year’s 
sales. A comparison of sales among 
the three utilities shows the Tennessee 
company substantially in the lead in the 
ratio of sales advance, a feather in the 
caps of both the sales and advertising 
departments of this company which 
have long accepted the lead of their 
contemporaries in Georgia and Ala- 
bama as the natural course of things. 


| manage briefly these achieve- 
ments, the Tennessee Company’s 
sale of electricity to regular customers 
through 1936 showed a gain in kilo- 
watt hours of 23.22 per cent over the 
phenomenal year of 1935. During the 
past year a total of 22,442 kilowatts in 
new and additional power business was 
added to the lines. As a result of in- 
tensive household appliance sales 
activities the following total sales are 
also interesting : refrigerators sold, 7,- 
708 ; ranges, 5,064 ; storage type water 
heaters, 2,801; portable lamps, 27,872. 
As this company codperated actively 
with all dealers and agencies within its 
territory a large volume of appliances 
were also sold through these channels. 
This also served materially to increase 
power consumption and to justify the 
lower service rates. Combined refrig- 
erator sales, for example, which were 
sold through dealers, total for the year 
8,308. This makes a grand total of 16,- 
016 new electrical refrigerators in use 
this year throughout this territory. 
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As a result of these various load- 
building activities the average annual 
use of electricity per residential cus- 
tomer was increased ffom 965 kilowatt 
hours in 1935 to 1,176 in 1936. This 
topped Alabama’s average of 1,147, 
and almost equaled Georgia’s lead of 
1,183. This progress is conspicuous as 
compared to the national average for 
home consumption set at 719. This 
places Tennessee consumption at 62 per 
cent greater than the figure for the 
country as a whole. Against this the 
average price of residential electricity. 
declined during the year from 3.63 
cents per kilowatt hour to 3.13. The 
average rate per kilowatt hour for the 
country generally was 4.71 cents, or 
50 per cent higher than that maintained 
by the Tennessee utility. 

MM’ of this achievement is ac- 

credited to the company’s “pro- 
motional rate’ plan inaugurated in 
1934, whereby the individual cus- 
tomers were able to secure a lower rate 
by increasing their use of service over 
corresponding months of the previous 
year. Within two years’ time practi- 
cally 86 per cent of the company’s resi- 
dential consumers were enjoying the 
benefits of this declining schedule, and 
as a result the company was able to 
give remaining customers a partial 
benefit, effective May 1, 1936. These 
rate reductions were estimated to save 
residential customers some $120,000 a 
year immediately and, with increased 
use of electricity, fully $900,000 an- 
nually at the end of three years. Such 
inducements naturally have an impor- 
tant bearing on the sale of home ap- 
pliances. 

This advancing consumption and 
volume of appliance sales showed an in- 
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crease in gross earnings for the com- 
pany that totals $1,563,130.39, or 
11.66 per cent. Operating expenses ad- 
vanced $878,332.50; a significant com- 
parison in considering the advantages 
of increasing business through lower 
rates. 

However, the gratification of this 
prosperity is clouded by the deepening 
shadow of the TVA. Rate cuts have 
justified themselves but the permanence 
of this thriving advance is seriously 
threatened. All three of the directly 
affected companies complain bitterly of 
the TVA in their reports for the year 
to stockholders. In this the Tennessee 
Electric is most emphatic. For those 
who have endeavored to follow these 
developments through contradictory 
and scattered press reports a brief re- 
view of the current status may be 
found enlightening. 


HE Tennessee Company signed a 

contract with TVA in January, 
1934, in which the Authority agreed 
not to sell electricity to customers or 
municipalities then served by the Ten- 
nessee Electric Power Company. All 
this seemed fair enough, pending the 
evolving of the contested rivalry. But 
to quote the report of the Tennessee 
Company : 


During the entire life of this contract the 


TVA fomented agitation for municipal own- 
ership elections in this company’s territory 
...and by various means attempted to create 
in the minds of the company’s customers, 
employees, and stockholders, a spirit of dis- 
satisfaction for private enterprise in the 
power business. 

Again, 

While professing to be very helpful in in- 
creasing the revenues of the company the 
TVA all the while was busily engaged in 
building a network of transmission lines that 
penetrated farther and farther into our ter- 
ritory so as to entrench itself and be in a 
strategic position to take over our customers 
when the contract should lapse. 


By the terms of this contract the 
TVA reserved the right to provide 
electric service in rural areas not serv- 
iced by the Tennessee Company. But, 
according to the company’s report, this 
right took the form of, 

. .. promoting, organizing, and in many 
instances actually advancing money and con- 
structing distribution systems for so-called 
electric membership corporations, or rural 
coéperatives, whose lines usually started at 
the cross-roads but had as their focal point 
the towns we serve. To this end the TVA 
sponsored legislation that removed its opera- 
tions and those of the codperatives from the 
jurisdiction of the public utilities commis- 
sion of Tennessee, 

HE most serious result of this 

activity, according to the utility 
report, has been to depress the market 
values of the company’s securities. 
While the securities of private utilities 
in areas free of the threat of Federal 
competition are selling above par with 
rates approximately one-half those 


“... the Tennessee Company's sale of electricity to regular 
customers through 1936 showed a gain in kilowatt hours of 
23.22 per cent over the phenomenal year of 1935. During 
the past year a total of 22,442 kilowatts in new and addi- 
tional power business was added to the lines. As a result of 
intensive household appliance sales activities the following 
total sales are also interesting: refrigerators sold, 7,708; 
ranges, 5,064; storage type water heaters, 2,801; portable 


lamps, 27,872.” 
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paid by the Tennessee Electric Power 
Company, the bonds and various pre- 
ferred stock issues of this company are 
selling below par, some as much as 47 
per cent. This is true despite the fact 
that the company has never failed to 
earn and pay its preferred stock divi- 
dends and its business of late has shown 
a remarkable increase. Although there 
has been prevailing the most favorable 
money market in fifty years the com- 
pany, due to the TVA situation, has 
been debarred from taking advantage 
of such financial conditions and there- 
fore is unable to refund its securities 
on a basis comparable with other utili- 
ties. It is the company’s contention 
that if it could have done so it would 
save more than $2,000,000 a year or 
one-half the entire amount paid by its 
more than 100,000 domestic electric 
customers. Its only present avenue for 
securing the funds necessary for capital 
purposes is through the sale of its 
securities to the Commonwealth & 
Southern, its holding company. 


F , iohenery pertinent illustration 
pointed out in this annual report is 
the claim that the company’s failure to 
secure the large industrial power load 
of the Monsanto Chemical Company, 
now expanding operations near Colum- 
bia, Tennessee, was due directly to 
TVA interference. It seems that satis- 
factory terms for this supply of power 
had been arrived at when the chemical 
company suddenly refused to sign the 
contract, explaining by wire that this 
was due to “the unfortunate competi- 
tive conditions surrounding the Ten- 
nessee Electric Power Company” so 
that “our directors are unwilling to 
hazard a several million dollar invest- 
ment where success is entirely depend- 
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ent upon the continuity of power 
supply at contract rates which we be- 
lieve are insecure.” Shortly after that, 
on May 19, 1936, the chemical com- 
pany announced it had arranged to pur- 
chase power from the TVA and the 
Authority thereupon constructed and 
is now supplying power over a 154,- 
000-volt power line from Wheeler dam 
to the vicinity of Columbia. 


iS protect their interests and pos- 
sibly, too, to stall for time, the 
power companies in the valley have re- 
sorted to the courts with various phases 
of involved litigations. On May 29, 
1936, the Tennessee Company, sup- 
ported by eighteen other utilities, filed 
a bill of complaint in the chancery 
court at Knoxville to test the constitu- 
tionality of the Tennessee Valley 
Authority Act and to enjoin the 
Authority among other things from 
constructing transmission and distribu- 
tion lines, from interfering with or 
disrupting the relations existing be- 
tween the different companies and their 
customers and from carrying on a 
campaign of propaganda or otherwise 
to promote public ownership and opera- 
tion of electric utilities in municipali- 
ties or areas served by these companies. 
President Roosevelt was advised in 
advance that this bill would be filed. 
Subsequently the suit was removed 
upon petition of the TVA to the 
Federal district court. A similar suit 
was likewise filed by the power com- 
panies in the Federal district court at 
Birmingham. This was ultimately dis- 
missed, 

Following the filing of this bill the 
Authority speeded its construction of 
transmission and distribution lines and 
increased its efforts generally in the so- 
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Effect of Federal Competition on Securities 


COW] atte the securities of private utilities in areas free of the 
threat of Federal competition are selling above par with 
rates approximately one-half those paid by the Tennessee Electric 
Power Company, the bonds and various preferred stock issues of this 
company are selling below par, some as much as 47 per cent. This ts 
true despite the fact that the company has never failed to earn and 
pay its preferred stock dividends and its business of late has shown 
a remarkable increase.” 





licitation of the company’s customers 
and the promotion of its power pro- 
gram. Combatting this, on August 19, 
1936, the power companies filed mo- 
tion for preliminary injunction in the 
Federal court at Knoxville asking fur- 
ther that the Authority be restrained 
from these activities until the original 
bill of May 29th could be heard on its 
merits. The court was not asked at this 
time nor did it enjoin construction 
work on any of its dams or flood con- 
trol programs. A temporary injunction 
was granted on December 19th by 
United States District Judge Gore, re- 
straining the TVA from starting new 
lines and from soliciting or signing 
contracts with present or prospective 
customers of the power companies. The 
court permitted the TVA, however, to 
complete all lines and construction jobs 
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then under way and to commence work 
on jobs for which actual commitments 
had been made. 

An appeal from this injunction was 
argued before the Federal court of ap- 
peals at Covington, Ky., on April 16, 
1937. At this writing no opinion had 
been rendered by this court. 


T° instigating this litigation the com- 
pany officials expressed themselves 
as regretting its necessity, explaining, 
however, that they felt they would be 
derelict in their duties as trustees if 
they did not seek to define the consti- 
tutional limits within which the TVA 
can operate. It is recognized as obvi- 
ous that unless the TVA is restrained 
by the courts, by act of Congress, or 
administrative edict, the result will 
inevitably “‘so undermine the credit of 
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this company and take so much of its 
business as to destroy a substantial por- 
tion of the value of the company’s se- 
curities.”’ 

Much has been said in the national 
press as to the possibility of a power 
pool adjustment as a way out of this 
dilemma. Heated contests, pro and con, 
have followed in the wake of this pro- 
posal. Staunch antiutility factions have 
protested that any compromise would 
nullify the ends in view. The expressed 
attitude of the Tennessee Company has 
been that, 


. . . despite the compelling necessity of 
joining in the institution of a suit against the 
TVA, the Tennessee Electric Power Com- 
pany has persistently sought a solution of 
this power controversy that would be pro- 
tective of the interests of its employees and 
the thousands of people in the various insti- 
tutions that in good faith have invested 
money in this business. 


To review the progress of this effort 
as outlined in the company report : 


On September 30, 1936, at the request of 
the President of the United States, a con- 
ference was held at the White House to ex- 
plore the possibilities of the pooling of pub- 
lic and private power facilities in the Tennes- 
see valley. Representatives of the Tennessee 
Electric Power Company, the TVA and the 
Federal Power Commission, among others, 
were present. The TVA insisted that any 
discussion of a proposed power pool should 
be contingent upon dismissal of the power 
companies’ suit. Mr. Wendell L. Willkie, 
acting for this company and other southern 
companies of the Commonwealth & South- 
ern system, agreed to this for the Common- 
wealth & Southern group, provided TVA 
would cease further construction of its 
power lines. TVA refused to so agree and 
Mr. Willkie in turn declined to attempt to 
have the litigation dismissed. The power 
pool discussions which followed were there- 
fore entered into by all parties with full 
knowledge of this fact. The contract of 
January 4, 1934, between the TVA and the 
Tennessee Electric Power Company and 
other Commonwealth & Southern com- 
panies, which would have expired on 
November 3, 1936, was extended to Febru- 
ary 3, 1937, to permit the power pool studies 
to be made. All information asked for was 
supplied . . . but on January 26, 1937, the 
power pool conference was called off by the 
President. 
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So on February 3rd this contract ex- 
pired. 


PEN war was onagain. The TVA, 
according to the Tennessee util- 


ity, 

refused to consider any contract for the 
further sale of surplus power unless the 
Authority be permitted to compete with, 
raid our territory, and take the customers 
of this company in the very area in which 
this company would redistribute the power 
it would purchase from the Authority. 

This was small inducement, to be 
sure. So, accordingly, on February 5, 
1937, the Tennessee Electric ceased 
buying power from the TVA and re- 
sumed the operation of its own steam 
plants. This action, however, was pref- 
aced by a letter to the Authority, dated 
February 2, 1937, in which the com- 
pany stated it was still open-minded 
and willing to consider any solution of 
the tangle that might be proposed. Up 
to that time the discussions had in- 
cluded : 

1. The creation of a power pool or 
grid system as suggested by President 
Roosevelt. 

2. The purchase by the utilities in 
the Southeast of substantially all the 
power surplus generated at the Author- 
ity’s plants and the use of the same in 
lieu of operating the company’s steam 
stations, the Commonwealth & South- 
ern companies being willing that power 
resold by them to consumers be under 
the regulation of the Federal Power 
Commission or any other designated 
regulatory body. 

3. The purchase by the Authority of 
all the generation, transmission, and 
distribution systems of the power com- 
panies, or of one or more of the power 
companies, or even a lesser generation, 
transmission, and distribution system, 
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upon the understanding that the gov- 
ernment would not compete with the 
parts of such systems not purchased. 

4. The interchange of power and 
the sale of minor blocks from one to 
the other. The companies contended 
that if they bought a substantial quan- 
tity of power from the Authority the 
government should not compete with 
them in the areas in which such power 
so purchased was distributed. 


ape date of February 19, 1937, 
the Tennessee Company repeated 
in writing information it had given to 
the board of directors of the TVA, in 
effect: that it had purchased turbine, 
taken options on land, and was about 
to let a contract for an additional steam 
plant at Nashville in order to provide 
for increased requirements in 1938. 
The Tennessee Company had pre- 
viously proposed that the Authority 
and the company agree upon a trans- 
mission interconnection arrangement 
or power pool for the western part of 
the company’s system and now further 
proposed that the Tennessee Company 
buy power from the Authority in lieu 
of building this Nashville steam plant. 
It was further proposed that this agree- 
ment restrict the distribution of such 
power to the area so far as mechani- 
cally possible if in turn the Authority 
would agree not to compete or sell 
power to the company’s potential com- 
petitors in that area. This would leave 
the question as to the rest of the south- 
ern system in abeyance, without preju- 
dice as to the relative positions on the 
subject of competition or otherwise. 
The TVA, however, turned down 
this proposal. Then, on March 18th, 
the company made a second offer. This 
was based on the belief that the Au- 
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thority was anxious to avoid the con- 
struction of a steam plant at Nashville. 
It was also taken into consideration 
that the Authority was under contract 
to furnish large amounts of power for 
the chemical company at Columbia, 
this service to begin in January, 1938, 
and would make it necessary to con- 
struct a transmission line for this serv- 
ice, costing approximately $1,000,000. 
So the Tennessee Company offered to 
build a line from Nashville to Colum- 
bia at a cost of about $700,000 which, 
with its existing facilities, would give 
the Authority the necessary standby 
service for its Columbia customer and 
at the same time enable the Authority 
to give the Tennessee Company the 
necessary standby service at Nashville. 
This course, the company representa- 
tives pointed out, would relieve the Au- 
thority of a capital investment if later 
on a complete solution of the problem 
were worked out, and at the same time 
it would relieve the company from 
building the steam plant at Nashville. 


B” this proposal was likewise un- 


acceptable. Not abandoning all 
hope the Tennessee Company again 
stepped forward with a compromise. 
This was presented to the Federal 
agency early in April last. It proposed 
the delaying of the construction of the 
Nashville steam plant pending further 
discussion with the aim to: (a) re- 
specting a permanent mutual standby 
arrangement, and (b) the purchase of 
power from the Authority in accord- 
ance with some one or more of the 
various suggestions previously pro- 
posed. 

This new proposal, however, was 
contingent upon the Authority’s giving 
the company necessary standby service 
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to the company’s Nashville line at 
Muscle Shoals from a period begin- 
ning October 1, 1937, until such time 
as the Nashville steam plant should be 
complete. 

But this proposal likewise failed and 
the Tennessee Company began active 
plans for the construction of the Nash- 
ville plant. TVA retaliated and on 
April 14th the Tennessee Company 
was ordered by the state utilities com- 
mission to appear at a hearing on May 
4th and there show cause why the com- 


pany should not buy power from the 
Authority for its Nashville needs in- 
stead of building a steam plant there. 

On this date of*hearing a continu- 
ance was ordered. At this writing the 
problem is still unsolved. Each interest 
is pushing ahead in its separate field. 
And while company sales of power and 
appliances expand in a most gratifying 
ratio there is little solace in this fact. 
It savors a bit too strongly of the con- 
demned man’s last hearty meal before 
the hour of execution. 





All in a Day’s Utility Service 


“PLEASE send a man out to look at our new refrigerator. The ice cubes 


are freezing too fast!” This was the amazing complaint Jack Sharkey, 
sales supervisor of the Rochester (N. Y.) Gas & Electric Co., heard over 
the telephone from a frantic bride. An electrician rushed to the scene 
and found ice cubes literally piled up in every pan, tray, and bow] avail- 
able. “I thought you had to take them out as soon as they froze,” the 
bride explained. 

* * * 

WHEN Siamese twins presented only one ticket to Conductor George 
Kinning, of the Burlington Railroad, he argued, pleaded, and threatened 
—and finally in despair wired St. Louis for instructions. The answer 
he received was as follows: “If unable to collect the other fare, make 
no attempt to put one of them off the train.” Verily, what Heaven hath 
joined let no man,—etc. 

* + /* 

ConsoLipaTeD Edison of New York has a yearly sniffing test for all 
employees who might come in contact with leaking gas. Bottles con- 
taining ammonia, lemon oil, drip oil, and gasoline are passed around. 
The test isn’t too strict. One does not flunk if he thinks the lemon oil 
smells like furniture polish or the peppermint like candy. However, if 
one can’t identify drip oil when one smells it, one is forthwith shifted 
to some department where smart smelling isn’t so essential. 

i. * 


Loap Building Hint: A prominent recreational club house in New 
York reports that it is giving daily sun-lamp treatments in its gymna- 
sium to a rubber plant. The fond mistress of this plant feared that it 
hadn’t had enough sun last winter. 
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RELATIVE FAILURE OR ADEQUACY OF 


Public Utility Regulation 


The author, advocating government ownership and 

operation of utilities, states the reasons for his lack 

of faith in regulatory commissions and regulatory 
laws as interpreted by the Supreme Court. 


By JOHN BAUER 


HE assertion is frequently made 
that public utility regulation has 


been a failure. Has it? I shall 
attempt to answer this question frankly 
and objectively, particularly with re- 
spect to electric power, though the dis- 
cussion will apply generally to public 
utilities. 

What is meant by “failure”? That 
regulation has not succeeded in protect- 
ing adequately and promoting pro- 
gressively the public interest as had 
been expected by its enthusiastic spon- 
sors thirty years ago, seems quite 
obvious. This applies not only to con- 
sumers, but also to real investors and 
to the various economic and social de- 
velopments depending upon adequate 
and low-cost service. From the stand- 
point of expected results, regulation 
has been, I believe, far from satis- 
factory. But as to conditions that 
might otherwise have existed, it has 
probably exercised some restraint upon 
the malpractices of the companies and 
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has been a mild force for rate adjust- 
ments and service advances. 

The question of failure should be 
considered not only as to past dis- 
appointing accomplishments, but espe- 
cially with regard to future adequacy 
to conserve and promote public in- 
terest. I feel concerned about future 
prospects, not past performance. 
Except as the latter indicates reason- 
able expectation, bygones may well be 
disregarded. The question really ap- 
plies to future adequacy of regulation 
to advance public interest and to carry 
out public purposes. The answer is, of 
course, relative, and depends upon 
objectives, their attainability, and 
available alternatives. None of these 
factors can be determined with satis- 
factory finality. Each is largely a 
matter of opinion, developed with long 
experience and efforts at open-minded 
thinking. 

What are the objectives? I shall try 
to state them especially with regard to 


AUG. 19, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


electric power as I see them. They are 
to make adequate power available for 
all justified purposes at maximum 
utilization, consistent with lowest at- 
tainable cost under efficient operation. 
We live in the power age when 
abundant and cheap electricity is essen- 
tial to practically all phases of economic 
and social life. Its production and dis- 
tribution should be organized so as to 
stimulate and maximize utilization. 
Technologically, low-cost power is 
widely attainable. The job is to keep 
management consistently directed to 
meet progressive public needs. 


er objectives, as I see them, in- 
clude much more, at least in broad 
perspective, than the ordinary purpose 
in rate cases, to prevent overcharges to 
consumers. While this is, of course, 
important under monopoly conditions 


of service, public interest extends much 
further. It includes safeguarding of 
real investors as well as consumers, as- 
surance of new capital as needed at 
minimum cost, codrdination of re- 
sources for maximum economy, pre- 
vention of unnecessary capital and 


operating outlays, maintenance of 
sound financial policies and practices, 
and particularly regard for justified 
and developing needs of government, 
industry, commerce, agriculture, and 
the homes. These are the basic phases 
of public interest;. they are funda- 
mental to future prosperity and pro- 
gressive general welfare. 

These objectives must have primary 
consideration in necessary stock taking 
of present conditions. Are they reason- 
ably, substantially, or practically at- 
tainable under the existing system of 
private utility organization and public 
regulation? This is a most vital ques- 
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tion. While the answer must be rela- 
tive, as I see the situation there are 
certainly grave obstacles, and the real 
question is whether they can be 
satisfactorily surmounted so that pri- 
vate management can be kept sub- 
stantially directed to public ends. 


HE first extremely grave obstacle 

appears in the scope and form of 
private organization and in the relation 
of management to private and public 
interests. I refer to the holding com- 
pany system with its country-wide 
ramification, gross overcapitalization, 
managerial exploitation, and joint 
control of far separated properties 
which have no economic and _ public 
advantage in combined organization. 
It has developed centralized and 
absentee control to the nth power. 
Ultimate management is far removed 
from actual conditions where the 
properties are operated and service 
furnished. It is almost inevitably con- 
cerned primarily with financial opera- 
tions, immediate profits, and other 
private advantages, rather than with 
fundamental economy of operation and 
desirable developments depending upon 
cheap power, or even with long-range 
company benefits derived from eco- 
nomical operation and maximum pro- 
motion of electric use through low 
rates and other stimulation. 

The organization produces rather 
inevitable divergence between private 
and public interests. While some im- 
provement may be effected through the 
readjustments contemplated by the 
1935 Federal Holding Company Act, 
reorganization is not likely to be far- 
reaching, will not change the general 
pattern of the present systems, and will 
not modify materially the inherent pur- 
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poses of centralized management as 
against public goals of cheap power. 
Elimination or substantial reduction of 
divergence is rendered particularly 
difficult by the interstate scope of the 
systems, when regulation is’ largely 
limited to intrastate action. The com- 
panies not only opposed the passage of 
the Act with maximum strenuosity, 
but many have been refusing to yield 
to its requirements on alleged constitu- 
tional grounds. Others are conforming 
reluctantly, and all will seek to circum- 
vent the provisions of real public 
significance. 


we after the form and scope of 
private organization, there is the 
lack of adequate yardsticks by which 
the purposes of regulation can be 
carried out. This applies especially to 
rates, but also to other important 
phases that should be included in a 
satisfactory system of public control. 
It appears especially in the valuation or 
rate base upon which the allowable re- 
turn to the companies is determined. 
Under the law of the land, as decided 
by the Supreme Court principally since 
1922, the rate base depends upon 
physical appraisal of the properties 
used in public service, practically at re- 
production cost less depreciation. The 
amount is established through judicial 
procedure and depends primarily upon 


opinion of experts employed by in- 
terested parties, rather than upon clear 
facts provided through systematic ad- 
ministrative provisions. 

I shall not recount standard rate 
procedure or present in detail the points 
of difficulties that are involved in 
establishing the rate base. All this has 
been covered in previous articles in the 
ForTNIGHTLY. I shall merely state 
that the system grossly accentuates 
conflict of interest between the com- 
panies and the public, is extremely 
cumbersome, time consuming, costly 
and unsatisfactory as to results. It 
simply cannot be administered reason- 
ably and effectively. Dr. Bonbright’s 
recent summary is particularly apt, 
that if the Supreme Court had 

... deliberately set out to defeat the whole 

purpose of regulation and to make public 

ownership inevitable, it could hardly have 
pursued this objective more effectively than 
by its rulings and dicta on valuation. Under 
the influence of these precedents, commis- 
sion regulation has become so cumbersome 
and so ineffective that it may be said, with 
only slight exaggeration, to have broken 
down. Even the investor, on whose behalf 
the constitutional safeguards have been de- 
veloped, has received no protection against 
the rebounds through inflated stock-market 
prices that are stimulated by the “fair value” 
doctrine.! 
\ \ 7 HILE regulation may be improved 
in minor ways, the obstacles to 
essential reconstruction in accordance 


1James C. Bonbright, “The Valuation of 
Property,” p. 1154. 


“RELATIVELY few people realize the extreme political rami- 
fication of company influences to obtain unwarranted private 
advantage and to block efforts for better regulation and de- 
sirable public ends. While, of course, companies have a legiti- 
mate right to prevent unfair legislation and to seek support 
for their proper functions, they have trespassed far beyond 
the legitimate and have extensively prostituted the political 


+) 


life of the country. 
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with administrability and financial 
soundness are tremendous, and no sub- 
stantial advance seems practically at- 
tainable. The basic trouble is sunk 
deep in constitutional decision, and 
fundamental change is resisted by the 
utilities, which do not want effective 
regulation ; they oppose violently even 
minor and essentially innocuous meas- 
ures which point to better administra- 
tion. Regulation works haphazardly, 
spasmodically, and mostly by default. 

If regulation were to be made 
reasonably effective it requires precise 
definition of relative private and pub- 
lic rights in utility investments, exact 
standards and machinery of measure- 
ment, and definite facts, so that it can 
be administered regularly and system- 
atically. Conflict of interest would 
have to be eliminated or greatly 
limited. Administrability is the pri- 
mary requisite of satisfactory regula- 
tion. 

What can be done to reconstitute 
regulation on definite and admin- 
istrable lines is gravely problematical. 
Without such reconstitution the com- 
missions are proceeding with guess- 
work, and cannot adequately pursue 
public objectives. While they may 
force or wheedle some concessions 
from time to time, they cannot act as 
sovereign agencies, and cannot ade- 
quately protect and promote public in- 
terest. In the long-run, what cannot be 
administered cannot be attained, 
especially when sharp divergence of in- 
terest is involved. 

Frankly, reasonably effective regu- 
lation seems hardly attainable under 
established constitutional decisions, 
the intrenched positions of the com- 
panies, and their determined resistance 
to significant improvement. 
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HE lack of appropriate standards 

and machinery of regulation is 
accentuated by inadequate commission 
organization. Fitst of all, the ap- 
propriations made by the legislatures 
are woefully inadequate in most in- 
stances for the purposes to be attained, 
especially under the cumbersome pro- 
cedure imposed by the courts. Second, 
the appointments to the commissions 
are seldom dictated by particular fit- 
ness for the job. Third, the technical 
personnel is not selected with sufficient 
regard for professional competence 
and interest in the purposes of regula- 
tion. 

While, of course, there are great 
differences between commissions, if 
one is really concerned with the public 
importance of regulation he can hardly 
avoid feeling deep frustration when he 
bumps repeatedly into incompetence, 
lackadaisicalness, and greater regard 
for companies than the public. A new 
and revitalized system would require 
at the outset substantial clearing of 
existing personnel and reassembly of 
people who are competent, who will 
work, and who have zeal for what they 
are doing. While the low morale is 
thoroughly understandable, due mostly 
to low salaries, lack of advancement, 
prevalence of political favoritism, and 
disappointment in the work, it is ex- 
tremely unfortunate from the public 
standpoint. 


We is perhaps the underlying 
difficulty in regulation is the all- 
permeating factor of company politics. 
This reaches all major political parties, 
seeks to influence commission appoint- 
ments and selection of personnel, and 
curries favor with all political posi- 
tions, individuals, and groups whose in- 
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Regulation and Public Ownership 


ag | 


po not expect rapid progress either in regulation or public 
ownership, but there will doubtless be progress on both fronts. 


But if obstruction to revision persists, and if public purposes are 

continuously flouted, the advance of public ownership will be ex- 

pedited and it may move more rapidly than can now be reasonably 
predicted.” 





fluence might be useful or harmful. It 
appears particularly in the legislatures 
when commission appropriations are to 
be kept down, where bills favoring the 
public are to be headed off, and where 
privileged legislation is to be prompted. 
“Public relations” activities are omni- 
present; they operate constantly and 
expertly for private advantage as 
against public interest ; and they don’t 
stop when the legislatures adjourn. 
Unfortunately, there are no groups 
which are equally concerned with pub- 
lic interest and are incessantly watch- 
ing for opportunities to promote gen- 
eral welfare. The difference is not only 
in specific and direct advantage, but 
company expense is charged to con- 
sumers, while individuals with public 
zeal are kept to their own pocketbooks. 
The irony is that consumers pay for 
the vast and expensive activity against 
governmental responsibility and efforts 
on their behalf. 

Relatively few people realize the 
extreme political ramification of com- 
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pany influences to obtain unwarranted 
private advantage and to block efforts 
for better regulation and desirable pub- 
lic ends. While, of course, companies 
have a legitimate right to prevent un- 
fair legislation and to seek support for 
their proper functions, they have 
trespassed far beyond the legitimate 
and have extensively prostituted the 
political life of the country. 

The evil can hardly be exaggerated, 
and it marks really the fatal criticism 
against the system of private organiza- 
tion and public regulation, quite apart 
from the otherwise unsatisfactory re- 
sults. It is due primarily to the exist- 
ence of regulation; it represents almost 
inevitable efforts to keep privilege pro- 
tected or unmolested. Frankly, this 
situation, it seems to me, cannot be 
essentially changed; vicious utility 
politics cannot be successfully elimi- 
nated or materially restricted under 
conditions of private ownership and 
public regulation. This is not a matter 
of individuals but of the nature of the 
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entire set-up of private organization 
to carry out public functions. 


HE basic trouble is, of course, 

conflict between public and pri- 
vate interest, which extends through 
the entire system of private organiza- 
tion and regulation. Even under most 
favorable circumstances, when a vitally 
important industry is privately organ- 
ized under monopoly conditions of 
service, there is then practically an un- 
manageable task to subject it to govern- 
mental regulation and to keep the man- 
agement systematically directed to 
proper public ends. When billions of 
investments and earnings are involved, 
and when the economic correctives of 
competition are absent, there is in- 
evitable and constant divergence from 
public goals to private advantage. 
Management is naturally concerned 
primarily with profits, directly and in- 
directly derived. Here is its basic in- 
compatibility with its public functions. 
It is not basically motivated by and for 
public interest. It feels itself really 
private and not public in function. It 
inevitably resists public direction and 
strives to make all regulatory provi- 
sions innocuous or protective for itself 
when they cannot be kept from legisla- 
tive enactment. 

Let me summarize the cumulative 
pyramided obstacles to public interest : 
First, there is the underlying and abid- 
ing conflict between public and private 
interest ; on top of that, second, there is 
the uncontrollable structure of holding 
company organization ; on top of that, 
third, there is the utterly unwieldy and 
unadministrable system of regulation 
imposed by the courts; on top of that, 
fourth, there is the inadequate commis- 
sion personnel; on top of all, fifth, 


there is the company political ramifica- 
tion which stops or deflects the efforts 
to bring about reasonable adjustments 
from the public standpoint. 

In all conscience, what can be done 
to convert this confusion into a sensible 
structure to meet public needs? The 
prospects are not alluring. I can see 
but little probability for real advance. 
While, of course, some improvements 
will be made and spasmodically the 
forces of public interest will be more or 
less energetically exerted with moder- 
ate measure of success, for the most 
part we shall doubtless continue to 
flounder. Some years ago I had rather 
vivid expectations that common sense 
might prevail. I can hardly persuade 
myself now that such happy realization 
can be attained in the near future— 
largely because of political intrench- 
ment and insistent activities by the 
companies to prevent the establish- 
ment of effective regulation or positive 
adoption of clear public objectives. 


| ype what is the practical alternative 
if the existing system of private 
ownership and regulation is unsatis- 
factory and cannot be reasonably re- 
constructed? The natural answer is 
outright public organization. This 
would avoid, first, the basic conflict of 
interest and the constant divergence 
between management and public pur- 
poses. Second, it would be released 
from the vicious forces of utility poli- 
tics; while it would introduce new 
political factors, these would be of 
relatively minor and negligible signifi- 
cance. Third, it would make possible 
exclusive regard for public interest. 
The institution of public ownership 
and operation, however, is far from a 
simple undertaking. It faces hurdles, 


AUG, 19, 1937 222 





-_ -« 


— —- Pp * * RH 45 CP were 


~ oo 08 ep © © 4d 


a =. 


PUBLIC UTILITY REGULATION 


pitfalls, and rough going. I could 
readily draw up an ideal pattern which 
would attain the desired objectives. 
But to apply the pattern and carry it to 
realization is something different. Here 
again the great obstacle is the in- 
trenched political position of existing 
companies and their fixed opposition to 
public ownership. Naturally they do 
not wish to be displaced. Their politi- 
cal intrenchment is buttressed by their 
franchise and other legal rights, by 
their fixed investments, by their 
financial position, and by lack of in- 
formed and positive public opinion. 

Success of public ownership and 
management depends on how it is 
organized. This involves territorial 
scope, functions, finance, management, 
personnel, and particularly the price 
paid for acquisition of existing 
privately owned properties. A sound 
program can be put on paper, if only 
it could be politically established. The 
stock arguments against public owner- 
ship are hardly worthy of serious re- 
ply; they are often insults to in- 
telligence. Competent management 
and operating personnel can _ be 
obtained as readily for public as private 
organization, if political spoils are kept 
out. Extravagance in overheads and 
exploiting charges are avoided. Cost of 
financing or required return is much 
less. The vaunted initiative of private 
enterprise does not apply, in the 
absence of competitive pressure. A 
company suffers no penalty for ineff- 
ciency and obtains no special reward 
for really efficient management. Profits 
and advantages come primarily from 
avoiding the purposes of regulation, 
rather than from progressive economy 
in operation and successful perform- 
ance of public duties. 
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HE conclusive argument usually 

hurled against public ownership 
with the fervor of a clincher, takes the 
form of a question. If government 
cannot regulate successfully, how in the 
world can it expect to manage and 
operate satisfactorily? The answer is 
clear. Government would be free from 
the constant divergence of purpose and 
efforts caused by private organization 
under existing conditions. If public 
ownership is once properly organized 
and thoroughly established, and if 
private interests are eliminated, there 
will be no such powerful and constant 
efforts to defeat the success of opera- 
tion as there are inevitably to defeat the 
purposes of regulation. 

This answer is thoroughly sub- 
stantiated by experience. If one looks 
with really open eyes and mind upon 
the instances of public ownership, he 
will see that it has been successful even 
though it has been limited in various 
and important respects by restrictions 
imposed through private company in- 
fluences. Open-minded inquiry will 
demonstrate that under proper condi- 
tions government can operate success- 
fully where it cannot regulate satis- 
factorily. If once the private influences 
are thoroughly removed, public owner- 
ship has substantially the advantages 
without the serious disadvantages of 
private organization ; and it has further 
very positive advantages in finance, in 
coordination of resources, and in avail- 
able low cost of service. It can be 
directed systematically to public pur- 
poses without the diverting influences 
of private profit objectives. 


A’ to long-range policy, it seems to 
me that outright public organiza- 
tion is essential in an industry which 
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represents high degree of public in- 
terest and which practically precludes 
the corrective forces of competition. I 
realize, of course, that no satisfactory 
pattern of public ownership can be in- 
stituted in the immediate or near 
future. The transformation will doubt- 
less involve bitter and probably long 
struggle. In the meanwhile, we must 
perforce rely on regulation to get as 
much as possible out of private organi- 
zation. This process itself will accentu- 
ate the defects of the present regulatory 
system and may determine the course 
of public ownership advances. 


I do not expect rapid progress either 
in regulation or public ownership, but 
there will doubtless be progress on both 
fronts. But if obsttuction to revision 
persists, and if public purposes are con- 
tinuously flouted, the advance of pub- 
lic ownership will be expedited and it 
may move more rapidly than can now 
be reasonably predicted. At any rate, 
where the underlying utility is of pro- 
found public importance, the intrench- 
ment of private interests can hardly 
stand permanently or very long against 
the demands and pressure of public 
needs and advantage. 





How Could Utilities Arouse Such Intimate Stockholder Interest? 


ah ie don’t have to believe this, but when Westinghouse sent out 
their last dividend check to stockholders, they enclosed an an- 
nouncement that a metal shield, suitable for use with one’s automobile 
license plates, was available upon request. In other words, if you own 
Westinghouse stock, you can stick an orange metal emblem on your 
car bearing the magic legend: WESTINGHOUSE. Where this is go- 
ing to lead, we leave to your imagination. 

“Many people who invest money in stocks seem to care little about 
the business which they thus espouse. To us this seems basically wrong. 
We like to think that nobody should own, say, any Zipper Pouch stock 
unless he admires and understands zipper pouches. We have one friend 
with a rather diversified list of securities, and he admits that he leaves 
the entire monkeyshines up to his broker, caring not whether he owns 
an interest in a firm that makes the teeth for harrows or the swizzles 
for cocktail glasses. Recently, though, there came a sudden change in 
this man’s life. He discovered, one day, that his broker had bought 
him some shares in a company which manufactures the little belts that 
connect a dentist’s drill with the motor. All in an instant his social con- 
science was awakened, and he hastily put in an order to sell at the mar- 
ket. Such an awakening may come to any of us at any time—some cir- 
cumstance that suddenly makes the whole business real and vivid.” 

—Excerpt from The Talk of the Town, 
The New Yorker. 
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Keeping Up 


with 


Uncle Sam 


By FRANCIS X. WELCH 


HIS year’s crop of caresses is not 

for the utilities as far as Washing- 
ton politics are concerned, and, for that 
matter, it takes somebody a little bigger 
than a knee-high boy to remember when 
utility executives were promiscuously 
welcomed up the trim graveled drive- 
ways of the great and near-great who 
constitute “The Administration.” 

Nevertheless, if the current revolt or 
schism within the Democratic ranks gets 
much ranker, the public utilities (gas, 
electric, telephone) stand to share at least 
as modest residiary legatees in the frag- 
ments of victory that fall unnoticed in 
the battle of the Titans. 

What Titans? Glad you raised the 
question, sir (as the old-fashioned 
lecturer used to say with a perfectly 
poisonous stare). Since March, 1933, the 
only Titan around these parts has been 
President Franklin Delano Roosevelt. 
But lately there has arisen such a spirit 
of revolt among Democratic Senators 
who used to pray the loudest in the amen 
corner of the New Deal, that were this 
Moscow instead of Washington, it would 
be anything but quiet along the Potomac 
—what with firing squads running up and 
down Pennsylvania avenue as frequently 
as the street cars. 

The recent Supreme Court debate was 
the obvious arena for the revolt, but back 
of it all is said to be a fundamental de- 
termination of old-line Southern Demo- 
cratic Senators and more conservative 
Northern Democrats—such as Copeland 
of New York, and Gerry of Rhode Island 
—to take back the control of the party. 

This group is said to feel that the New 
Dealers have had the ball long enough 
and that right now they are doing the 
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party no good. The Supreme Court bill, 
of course, was the recognized major 
political blunder even in orthodox New 
Deal circles; but there also are the ex- 
travagant spending, the weakness and 
vacillation of the Federal position on la- 
bor, and worst of all (from the politi- 
cian’s viewpoint), the possibility that 
President Roosevelt may decide that his 
work is not completed by the end of 1940 
and that he owes it to the country to stay 
on the job. 

This last-named possibility may be 
pooh-poohed outside of Washington, 
but it really is taken very seriously here, 
both in Democratic and Republican cir- 
cles. The conservative and Southern 
Democrats mean to stop this at all cost. 
They are said to be perfectly willing to 
pay homage to the New Deal through 
1940, but then it must end and control 
of the party must go back to the old 
leaders. Vice President Garner is cred- 
ited with being the backstage ringleader 
in the revolt. 


Jig fgets the sweet peace 
and harmony talk now being dis- 
pensed by Postmaster Farley, there are 
other reasons why the President’s de- 
feat on his Supreme Court bill will not 
be the end of the scrapping. The very 
bitterness of the language of the Senate 
committee report on the Supreme Court 
bill, for example, definitely destroys any 
possibility that these rebellious Demo- 
cratic Senators will ever again be en- 
tirely at home back on the New Deal 
reservation. This report represents, be- 
neath its scorching denunciation of the 
administration’s aims, a determination 
that the Democratic party must be saved 
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from tendencies which the rebels believe 
are subversive to American democracy. 

And what has all this got to do with 
utilities? It is not to be assumed that re- 
volting Democratic Senators such as 
Wheeler have any more love for the util- 
ities than they ever had, and on that point 
one needs but to recall that the alias of 
the Holding Company Act was the 
“Wheeler-Rayburn Bill.” 

However, this family fight is getting 
so bitter that it can scarcely be confined 
to a single front, such as the Supreme 
Court controversy. Certain names have 
been called and certain tempers have 
been aroused to such a pitch that the 
revolution may keep spreading to an ever 
wider offensive against the New Deal. 

For example, after the Supreme 
Court bill was disposed of, it took all 
the tact and generalship of the new ma- 
jority leaders in the Senate to restrain 
the more zealous New Dealers from 
dragging out the bill for the reorganiza- 
tion of the administrative agencies. This 
little bundle of dynamite will now be re- 
served for the next session. Neverthe- 
less, Washington observers confidently 
predict that there will be just as nasty a 
scrap over the attempted reorganization 
as over the court bill. 

It must be borne in mind that on the 
Supreme Court bill Congress was more 
or less cast in the role of an umpire for 
a contest between the Executive and the 
Judiciary. On the administrative reor- 
ganization bill, however, it is the case of 
Congress versus the Executive, with the 
latter reaching out to gain dominant con- 
trol over such independent agencies as 
the ICC, the FCC, the FTC, the FPC, 
the SEC, and numerous other so-called 
independent commissions which Con- 
gress has always indirectly controlled 
through their pocketbooks and enabling 
statutes. 

Another bitter scrap was narrowly 
avoided by concessions on the Black- 
Connery wages-and-hours bill, for 
which certain Democratic sections of 
Congress completely lost their enthusi- 
asm — especially those members from 
Southern states with their serious negro 
labor problem. 
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HE point of this discussion is that 
the opposition to the New Deal 
seems likely to get more caustic if not 
stronger with each*of these hard-fought 
battles. It may be that the administra- 
tion having dropped the Supreme Court 
struggle can win one or two of the oth- 
ers, but in each case it will be at the ex- 
pense of dispensing more precious pa- 
tronage and alienating loyal support in 
Congress. It may well be, for example, 
that by the time the next session of Con- 
gress gets around to the Norris bill to 
set up replica TVA’s all over the coun- 
try, the administration lines will be too 
badly battered to put up a winning fight. 
That may explain why Senator Norris 
himself, who is not at all a well man, 
returned home long before the end of 
the session was in sight—reconciled to 
giving up the battle for his pet bill until 
next January. And that is the reason 
for the suggestion made at the beginning 
of this piece that if the Democratic re- 
volt lasts long enough and goes deep 
enough, it may even result in a “breath- 
ing spell” for utilities from the Wash- 
ington “heat,” which has been on them 
almost continually since 1933. 
Speaking of Washington heat and the 
end of the session, it appears at this 
writing that the long-awaited adjourn- 
ment would occur shortly after these 
lines appear in print with nothing ac- 
complished of direct interest to utilities, 
with the possible exception of the enact- 
ment of the bill to take care of the opera- 
tion of the new Bonneville dam — the 
Federal power project soon to go into 
operation on the Columbia river. This 
leaves much “Unfinished Business.” 


HEN one considers this inactive 

list, it is difficult to avoid the im- 
pression that utilities already have bene- 
fited from the discord in Congress. Most 
—probably all—of these measures 
would have been enacted had not the Su- 
preme Court battle jammed the whole 
works. It might be added, in all fair- 
ness, that the utilities were not particu- 
larly opposed to the enactment of the 
Lea bill nor to the Norris-Rankin propa- 
ganda resolution. 
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Financial News 


and 
Comment 


By OWEN ELY 


New All-time Record for 
Electric Output 


LECTRIC output for the week ended 
July 17th broke all previous rec- 
ords, totaling 2,298,005,000 kilowatt 
hours. There was a gain of about 9 per 
cent over the previous holiday week and 
about 13.2 per cent over the correspond- 
ing week of 1936. The previous record 
was 2,278,303,000 kilowatt hours for the 
week ended December 12, 1936. 

In former years it would have been 
unusual for the industry to establish a 
new record during the summer months. 
Naturally more electricity is used for 
lighting during mid-winter. But the 
rapid increase in the number of refrig- 
erators, electric fans, air-conditioning 
units, etc., now furnishes a hot weather 
peak. Another important seasonal fac- 
tor is the large amount of water pumped 
for irrigation purposes in the Pacific 
Coast section. 


¥ 


A Plea for Restoration of Confi- 
dence in Utility Common Stocks 


iy an 18-page pamphlet, John Nicker- 
son (head of the utility banking 
house, John Nickerson & Co.) has re- 
viewed President Roosevelt’s electric 
power philosophy and makes a strong 
plea for teamwork between public and 
private interests. He concludes that rela- 
tively few municipal plants will be sub- 
stituted for private plants, where the 
latter are giving good service at fair 
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rates; that Federal hydro projects and 
existing private power plants must be 
considered interdependent (rather than 
competing) systems, and that local rates 
can best be fixed by authorities familiar 
with local conditions. 

Despite the political bitterness engen- 
dered, he feels that the administration 
has really given the power industry a 
great acceleration through its emphasis 
on increased consumption of electricity 
as a step to “the more abundant life.” 

In “a prayer to both your houses” he 
says: 

In the American power industry, includ- 
ing both governmental and private, all the 
vital elements are present that prophesy a 
reawakening and a vast extension of its 
services to all the people. To bring these 
elements together in harmony is the problem. 
... Power consumption is advancing rapidly 
and the companies need additional gener- 
ating capacity. On the other hand, the gov- 
ernment is just completing huge electric 
generating plants and has no adequate mar- 
ket. .. . Would it not be better to have the 
government sell at wholesale and then super- 
vise for a period than to have them dupli- 
cate and compete with private industry? 


Mr. Nickerson makes a strong plea 
for greater confidence in common stocks 
of utility companies as vital to the future 
of the industry: 


The private power industry at present is 
roughly estimated to have a replacement 
value of from $12,000,000,000 to $15,000,000,- 
000, a substantial part of which was built in 
the 1920’s. One estimate indicates $9,000,000,- 
000 will be required to provide new property, 
plants, and equipment well within the next 
decade. . . . It can be seen that it would be 
an impracticable financial operation to na- 
tionalize the industry. This is particularly 
true at the present time, when the Fed- 
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eral debt has reached record proportions. 

It would seem, therefore, that private in- 
dustry should bear the brunt of supplying a 
large part of the capital requirements neces- 
sary for abundant and cheap power for the 
American people. No such tremendous ex- 
pansion can be had without the investors’ 
confidence; no such large block of capital 
can be had without a sound financial struc- 
ture; no sound financial structure can be es- 
tablished unless its common stock is attrac- 
tive to investors. 

The keystone of the utility financial struc- 
ture is in its common stock. If common stock 
is not attractive, there is no way to obtain 
the necessary cushion to make preferred 
stocks attractive and salable. If preferred 
stocks cannot be marketed, the time will 
soon arrive when bonds will not be salable. 
A healthy, growing utility industry requires 
that its common stocks be accepted by in- 
vestors. The money thus received from the 
sale of preferred and common stocks pro- 
vides the equity which induces the conserv- 
ative investor to buy bonds. 

A revitalized interest in electric power 
common stocks will have to precede the 
carrying out of the program of abundant and 
cheap power. Any steps taken that delay a 
renewed confidence in power common stocks 
will retard the main objectives of the power 
program. 


¥ 
I.R.T. Bond Changes Proposed 


NTERBOROUGH Rapid Transit Com- 
pany is planning to dissolve the vot- 
ing trust for the common stock. Accord- 
ing to the New York Journal of Com- 
merce, this move “will quite likely be ac- 
companied by a movement to wrest con- 
trol from the present directorate and vest 
it in one which presumably will be more 
favorably disposed toward action calcu- 
lated to expedite reorganization of the 
Interborough.” At present the director- 
ate consists of nine men named by the 
voting trustees, three representatives of 
the Manhattan Railway Company, three 
representing the transit commission, and 
three representing I. R. T. bondholders. 
If there is a change of control follow- 
ing the stockholders’ meeting proposed 
to be called early in September (the first 
in a number of years), the company’s 
funded debt provisions may be over- 
hauled. Sinking fund requirements of 
the first and refunding 5s of 1966 are 
considered too burdensome. While the 
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sinking fund totals only one per cent per 
annum, bonds bought in the open market 
are kept alive and the interest accruing 
is added to the sinking fund. The sug- 
gestion is made that interest be termi- 
nated on the $60,338,000 refunding 5s 
now kept alive in the sinking fund. An- 
other proposal is to sell to the sinking 
fund $54,989,000 first and refunding 5s 
of 1966 now pledged as security or the 
$31,672,000 7 per cent notes and use the 
proceeds to retire the notes. Just how 
the mechanics of this operation would be 
worked out is not clear. Interborough 
5s are now selling around 68 (range this 
year 55-97) while the 7s have advanced 
to 71 (range about 91-61). 

Meanwhile, the Interborough ha 
agreed with its employees (recently or- 
ganized by the CIO) to put a new pen- 
sion plan into effect. The company will 
repay some $2,000,000 to employees and 
will also contribute $675,000 annually 
for thirty years into a pension fund. The 
agreement, while described as an adjust- 
ment of the Federal Social Security 
plan, is in effect equivalent to a 3 per 
cent raise in salary, since employees will 
not be required to make any further con- 
tributions. 


> 


Rural Electrification 


r. D. E. Karn, vice president of 
Consumers Power Co., in a re- 
cent address before the Edison Electric 
Institute described the latest develop- 
ments in rural electrification. At the end 
of last year over 1,000,000 farms in the 
United States were receiving electric 
utility service, and according to Mr. 
Karn’s estimate 1,000,000 other rural 
customers, not classified as farmers, are 
probably also being serviced. During the 
year 1936 service was extended by the 
industry to over 110,000 farms, bring- 
ing present construction up to the pre- 
depression rate. 

The total investment for distribution 
lines is now estimated at between three 
and four hundred million dollars, while 
additional millions have been spent for 
power plants, substations and transmis- 
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sion lines. Nearly seven-eighths of the 
total development has taken place in the 
last thirteen years, despite the fact that 
business conditions were below normal 
ina good part of this period. 

Despite the large sums appropriated 
by Congress for REA and the consider- 
able publicity it has received, its work is 
still dwarfed by that of the private 
power industry. The following is quoted 
from an address by Mr. G. C. Neff of 
the Wisconsin Power & Light Co. : 


In the northern portion of the middle 
western part of the United States, the thir- 
teen states including Ohio, Kentucky, Mis- 
souri, Kansas, Nebraska, North and South 
Dakota, Minnesota, Wisconsin, Michigan, 
Indiana, Illinois, and Iowa, there were ap- 
proximately 5,000 farms receiving electric 
service through REA projects on Decem- 
ber 31, 1936. Construction work had actually 
been started on a number of codperative 
projects which when completed will bring 
service to 15,000 more farms. In addition a 
number of allotments have been made for 
other projects on which no construction 
work has begun. However, when all con- 
struction work on REA projects is com- 
pleted, approximately 20,000 farms will have 
REA service in this area. When this is com- 
pared with the 374,000 farms now served by 
private utilities who are adding more than 

J new farm customers each year, it 
would seem that the utility industry has 
done a creditable job of extending service 
to farms. 


F, as seems probable, the situation in 

these thirteen states is representative 
of the country as a whole, the figures 
quoted above would indicate that REA 
work actually completed last year was 
about one-eighth (in number of custom- 
ers served) of that completed by the pri- 
vate utilities, although this ratio may in- 
crease somewhat during 1937-38. 

Mr. Karn urges utility executives to 
make an intensive study of farm income 
and farm trends as an important step 
toward any sound extension of the pres- 
ent program : 

Being familiar with local conditions such 
as markets, types of farming, and the loca- 
tion of good and poor agricultural areas is 
not enough. The Federal program of re- 
habilitation, reforestation, soil conservation, 
crop subsidies, farm mortgages, codperative 
marketing, import and export duties on farm 
produce are agricultural trends that affect 
local conditions and local utility investments. 
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Earnings 


| igor ape reports published since the 
table of “Interim Earnings State- 
ments” in the July 22nd issue include the 
following : 

American Gas & Electric in the twelve 
months ended May 3lst reported $2.36 
compared with $1.97 in the correspond- 
ing previous period. 

Commonwealth & Southern in the 
twelve months ended June 30th reported 
19 cents compared with 4 cents, the same 
figures as in the May 31st report. 

Consolidated Edison of New York for 
the twelve months ended June 30th re- 
ported $2.41 compared with $1.97. The 
June quarter showed only 47 cents a 
share compared with 54 cents last year. 

Detroit Edison for the June year 
showed $8.52 against $8.53, a slight im- 
provement over the May 31st period. 

Long Island Lighting in the twelve 
months ended June 30th reported 21 
cents, approximately the same as last 
year, but down one cent from the March 
31st period. 


IAGARA Hudson Power in the 

twelve months ended June 30th 
reported 88 cents against 43 cents, a 
moderate gain over the March report. 

North American for the same period 
showed $2.01, against $1.52 in the pre- 
vious year. 

Pacific Gas & Electric for the five 
months ended May 3lst reported $2.54. 

Southern California Edison for the 
six months ended June 30th earned 96 
cents a share against $1.05 in the pre- 
vious period ; for the second quarter 49 
cents was earned against 59 cents. While 
the amount earned for the quarter was 
slightly better than in the March quar- 
ter, the comparison with last year was 
less favorable. 

Standard Gas & Electric in the twelve 
months ended May 3lst earned $10.71 
on the prior preferred stock, compared 
with $7.73 last year and $10 in the twelve 
months ended April 30th this year. 

United Gas Improvement for the 
twelve months ended June 30th earned 
$1.13 compared with $1.07 last year. 
This was a slight improvement over the 
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March report. President Zimmerman 
stated that the increases occurred de- 
spite rate reductions estimated at $459,- 
000 for the June quarter. 


NGINEERS Public Service Company 

for the twelve months ended June 

30th earned net income of $3,292,755 

against $2,474,689 in the previous year, 
a gain of about one-third. 

Columbia Gas & Electric Corporation, 
which was affected by the Ohio river 
floods and unseasonably warm weather 
in the first quarter, did a considerably 
improved business in both natural gas 
and electric services in the second quar- 
ter, according to President Gossler. Ac- 
tual figures have not yet been published, 
but the gain is understood to have offset 
the decline in the early part of the year. 

Brooklyn Union Gas Company for the 
twelve months ended June 30th reported 
$2.93 a share compared with $3.07 a year 
ago. For the six months ended June 30th 
the company earned $1.24 against $1.28. 

American Light & Traction Company 
for the twelve months ended May earned 
$1.88 per share against $1.45 in the pre- 
vious year. 

American Telephone & Telegraph for 
the year ended May 3lst earned $10.50, 
against $8.13. 

General Telephone in the twelve 
months ended June 30th earned $1.62, 
compared with $1.25 last year and $1.71 
in the twelve months ended March 31st. 


¥ 


Midsummer Lull in Financing 


O FFERING of $25,000,000 West- 
chester Lighting general 34s at 
1024 cleared syndicate “shelves” of 
pending utility issues and it now seems 
unlikely that there will be much new 
financing until late August or early Sep- 
tember. 

Recent gains in the stock market— 
the sharpest in several years despite 
comparatively small volume—have been 
well maintained. In this advance utility 
stocks have been the leaders, the Dow 
Jones utility average gaining 21 per cent 
in the twenty-six days ended July 24th 
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compared with a gain of about 10 per 
cent for industrials and rails. This indi- 
cation of improved interest in the indus- 
try should facilitate the large volume of 
financing required to complete refund- 
ing operations and raise funds for new 
improvements. 

Signs continue to multiply regarding 
the need for “new money.” For example, 
one concern, United Engineers & Con- 
structors, now has total power work in 
progress of over $30,000,000. However, 
it is possible that the “bottle-neck” con- 
dition in the electric manufacturing in- 
dustry—due largely to the sharp increase 
in the demand for consumers’ goods— 
may tend to defer somewhat the utili- 
ties’ requirements for “new money” 
financing. 


e 
Two Utilities Power & Light 


Reorganization Plans 


peer n of the Public Utilities Se- 
curities Corp. and of the Webster 
Securities Corp., subsidiaries of Utilities 
Power & Light, have proposed to Fed- 
eral Judge William H. Holly a reorgani- 
zation plan for the $400,000,000 system. 

Under the plan the holders of a $1,000 
debenture 5 per cent bond would receive 
$500 in new debentures, $250 cash, 
$45.13 interest and two and a half shares 
of new preferred stock. Similar treat- 
ment would be accorded to holders of 
debenture 54s, and to the Securities Co. 
guaranteed 5s. Holders of preferred 
stocks would receive new common, the 
7 per cent preferred receiving ten shares 
for one and the Class “A” liquidation 
preferred, four for one. Class “B” vot- 
ing stock would receive one share of 
common for each five shares now held 
and common stock would receive only 
one new share for each fifteen. 

The company is reported to have a 
cash balance of $18,540,000, represent- 
ing most of the proceeds from the sale 
of British properties, and will soon have 
an additional $3,000,000. Apparently 
this cash would be drawn upon, under 
the plan, to make total payments to bond- 
holders aggregating the sum of some 


230 





FINANCIAL NEWS AND COMMENT 


$13,000,000 (plus interest payments). 

A second plan was filed by counsel for 
a group of debenture holders, under 
which the latter would receive all un- 
paid and accrued interest to October 1, 
1937. Debenture holders and other cred- 
itors would also receive a distribution in 
cash amounting to about 30 per cent of 
the amount of their claims, about 40 per 
cent in convertible 5 per cent notes due 
1947, and 30 per cent in 6 per cent pre- 
ferred stock. Both notes and preferred 
stock would be convertible into thirteen 
shares of common (for each $100 par 
value). Present preferred stockholders 
would receive 5 shares of new common 
for each share held; Class “A” stock, 
one share for each ten now outstanding ; 
and Class “B,” one for thirty, while the 
old “ordinary” common would get one 
new for each forty shares. 


* 
Abitibi Power & Paper 


Reorganization 


_ Power & Paper Company’s 
reorganization plan, sponsored by 
the bondholders’ committee and ap- 
proved by a committee for preferred 
stockholders, has been issued. It pro- 
vides for exchange of securities, raising 
of $14,000,000 new capital, and details 
a new arrangement with the Province 
of Ontario regarding pulpwood conces- 
sions. With the exception of the Crystal 
Falls power plant and transmission line 
(transferred to the MHydro-Electric 
Power Commission) all assets will be 
taken over by a new company. Holders 
of the old first mortgage bonds are to re- 
ceive (for each $1,000 bond) $500 in 
new refunding mortgage 5s (convertible 
into common at $33.33 a share), $700 in 
income debentures (convertible at 
$22.22 per share one year after the plan 
goes into effect), and five shares of com- 
mon. 

Holders of $7 preferred, on which 
there are dividend arrears of over $40 
a share, will receive for each share five 
shares of common stock and warrants 
to buy five additional shares. Holders 
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of the $6 preferred receive 3} new shares 
and warrants for 4 shares. Common 
would obtain one-tenth of a new share, 
plus a warrant for a half share. War- 
rants would be exercisable at a subscrip- 
tion price of $17.50, proceeds being ap- 
plied to redeem convertible debentures 
by lot at par. 


* 
The CIO and the Traction 


Companies 


FTER threats of a strike on the B.-M. 
T. System, the city Industrial Re- 
lations Board (acting for the state labor 
board) has announced a collective bar- 
gaining referendum for operating em- 
ployees of the company. The present dis- 
pute is largely an interlabor contest be- 
tween the Transport Workers Union (a 
CIO affiliate), the Brotherhood of Loco- 
motive Engineers, and the Brotherhood 
of Railway Signalmen. 

Obviously the B.-M. T. management 
is disturbed by the recent precipitous 
drop in earnings and in the value of its 
common stock. President Menden has 
published full-page advertisements in 
the metropolitan dailies regarding the 
system’s labor problems. After reciting 
the history of relationships with the city 
and describing the employee representa- 
tion plan originated by a Federal court 
sixteen years ago, the letter concludes: 

The B.-M.T. has been faced with rising 
costs of material, wages for its employees, 
and taxation over the last few years in the 
face of a 5-cent fare fixed by its contract 
with the city. Its actions are circumscribed 
by this contract and these conditions. Fur- 
ther changes of contracts with employees 
involving increased costs for the company 
cannot be carried on much longer without 
some reduction in city taxes or changes in 
the contract with the city. 


HE Transport Workers Union, 

which claims a national member- 
ship of 50,000 street car, bus, and taxi- 
cab employees, has won a number of 
referendums this year, but in the B.-M. 
T. it is receiving its first serious opposi- 
tion from old-line labor organizations. 
It has also made little headway with the 
city authorities in connection with un- 
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ionization of civil service employees on 
the Independent Subway. 

The Third Avenue Railway System, 
however, has signed a contract with the 
CIO affiliate, granting the preferential 
shop, pay raises of 10-124 per cent, paid 
vacations, etc. Evidently “preferential 
shop” is only a variation of “closed shop” 
since all employees were told to join the 
TWU within a month. 

The Philadelphia Rapid Transit Com- 
pany’s employee referendum resulted in 
an overwhelming victory for the so- 
called company union, as opposed to 
railroad, AFL, and CIO competing 
unions. 


¥ 


Corporate News 


ALE of 712,411 shares of Jersey Cen- 
tral Power & Light Co. stock at auc- 
tion has been authorized by Justice Mc- 
Cook. The decision apparently means 
that the Associated Gas & Electric Com- 
pany has lost another round in its battle 
for control of the system, but an appeal 
may be made to the appellate division by 
New Jersey Power and Light (acting 
for the Associated system). The latter 
wants the stock distributed direct to de- 
benture holders, instead of being put up 
at auction by the trustee. 

Officers and directors of the Long 
Island Lighting Company have been 
completely exonerated of wasting the 
corporation’s assets and unjustly enrich- 
ing themselves at its expense, by Su- 
preme Court Justice Levy. The charges 
had been made in a $20,000,000 ac- 
counting suit brought by minority stock- 
holders. Justice Levy made the follow- 
ing observations regarding the part 
played by President Ellis L. Phillips in 
building up the system: 

He gathered up a number of disintegrated 
and in some instances unprofitable units and 
built them into what appears to be a united 
and strong local empire. I consider that to 
accomplish this required initiative, per- 
spicacity, and infinite patience. 


Public Service Corp. of New Jersey 
is at work on a complete merger program 
of all underlying companies. According 
to President McCarter the plan will sim- 
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plify the financial structure of the sys- 
tem and eliminate more than $18,000,000 
capitalization. The system would then 
presumably consist of the parent com- 
pany and two operating subsidiaries, 
Public Service Electric & Gas Company 
and Public Service Codrdinated Trans- 
port. The former company’s fixed 
charges would be reduced by $1,351,165, 
together with a saving in taxes. Public 
Service Electric and Gas Company is 
planning to spend about $12,000,000 to 
improve facilities. 

Kings County Lighting Company’s 
“temporary” rates for gas are to be con- 
tinued for another year, according to a 
public service commission order. The 
rates were originally established in 1933, 
and the commission had been consider- 
ing a decrease. 

The SEC has approved an application 
by the International Hydro-Electric Sys- 
tem to acquire 1,439,020 shares of com- 
mon stock of Gatineau Power Company 
of Quebec. This is a step in the plan for 
the merger between Gatineau and the 
subholding company, Canadian Hydro- 
Electric Corporation, Ltd., to simplify 
the system structure. 

The activities of two minority groups 
are held responsible for delays in reor- 
ganizing Standard Gas & Electric Com- 
pany, according to a letter issued by the 
McRoberts committee. The dispute be- 
tween the committees hinges largely on 
the question of the amount of claims to 
be sought against certain officers and 
directors of the system. 

The SEC has granted International 
Paper and Power Company exemption 
from provisions of the Holding Com- 
pany Act of the following securities to 
be sold in connection with a change in 
capitalization: All shares of common 
which may be issued upon the conversion 
of shares of 5 per cent cumulative con- 
vertible preferred resulting from the 
change in now outstanding cumulative 
7 per cent preferred and cumulative 6 
per cent preferred ; all shares of common 
which may be issued upon the exercise 
of common stock purchase warrants 
which will result from the change in cer- 
tain now outstanding common stock. 
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Bankers Recognize Lending Rival in 
Federal Credit Agencies 


t is well known that the electrical util- 
I ity industry is not the only form of 
private enterprise that finds itself in com- 
petition with direct or indirect operations 
of the Federal government, even though 
the competition in the electric field is prob- 
ably much more extensive and systematic 
than in the field of housing, for example. 
It is not generally recognized, however, 
that the banking industry has for the last 
two years experienced some real competi- 
tion from the operation of Uncle Sam’s 
credit agencies. The bankers themselves 
were perhaps a little tardy in realizing 
that the Federal lending agencies were 
handling anything more than a class of 
business which private bankers would 
find unprofitable. 

The recent survey of government lend- 
ing agencies, however, taken by the 
American Bankers Association, con- 
cludes that Production Credit Associa- 
tions present the most serious form of 
government lending competition and that 
continued loss of business by country 
banks “will cut at the very roots of the 
American system of unit banking.” 

These are among the major conclusions 
of this survey of the ABA’s Committee 
on Banking Studies. The report also 
states that the banks as a whole express 
little concern over government competi- 
tion and in general are not familiar with 
just how it affects them, particularly in 
its indirect influence on interest rates. As 
to what should be done about the situa- 
tion, the survey proposes that the prob- 
lem must be solved “through local study 
and local effort.” 

Production Credit Associations are 
recognized by the bankers as the major 
form of competition. Questionnaires, 
sent out by the committee, asked: “Are 
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these agencies in competition with your 
bank?” and named the Federal Land 
Banks, Land Bank Commissioner, Pro- 
duction Credit Associations, Bank for 
Codperatives, Federal Savings and Loan 
Associations. Only in the case of Produc- 
tion Credit Associations was there a ma- 
jority of affirmative replies. In fact, 48.1 
per cent of the replies said “yes” and 46.4 
per cent said “no.” Replies on this survey 
were received from more than 7,800 
banks, or upwards of half the banks in 
the country. 

As the survey explains them, “Produc- 
tion Credit Corporations and Production 
Credit Associations, chartered by the 
Federal government under the provisions 
of the Farm Credit Act of 1933, were 
created to form a permanent codperative 
system for extending short-term credit 
to farmers and stockmen for general 
agricultural purposes.” 

Capital for these associations was 
furnished initially by the government. 
Eventually, however, this capital would 
come from the borrowers since all who 
get loans from these associations must 
buy stock in them in an amount equal to 
about 5 per cent of their loans. 


HE survey notes that in recent 
months both the Reconstruction 
Finance Corporation and the Commodity 
Credit Corporation have been getting re- 
payments and collections at a greater rate 
than they have been making loans. The 
Home Owners’ Loan Corporation, it also 
pointed out, no longer makes loans. 
Particular stress is laid by the ABA 
survey on Production Credit Associa- 
tions, Federal Land Banks, Banks for 
Codperatives, and Federal Savings and 
Loan Associations because “their organ- 
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izations anticipate permanent lending op- 
eration.” 

Loans to farmers by commercial banks 
have declined almost steadily since 1920, 
states the survey. The downtrend from 
1920 to 1930, it continues, “may be ac- 
counted for by a severe drop in the price 
of agricultural products; since 1930, 
however, and particularly since agricul- 
tural prices began to rise in 1933, produc- 
tion loans by commercial banks have con- 
tinued to fall and have shown no ten- 
dency to reverse the trend in keeping 
with prices.” 

On the other hand, declares the study, 
“Production Credit Associations con- 
tinue to show increases in monthly lend- 
ing over the preceding year, and the 
amount of their loans outstanding was 
about 10 per cent above last year at the 
end of March.” 

Another conclusion reached by the 
ABA report follows: 


Some banks have persisted in maintain- 
ing interest rates out of line with the low 
levels obtainable in other fields of credit 
and the low levelsenow paid on deposits, A 
recent study by the Board of Governors of 
the Federal Reserve System shows that 2,- 
451 banks out of 4,949 reporting were charg- 
ing from 7 per cent to 10 per cent interest 
on agricultural loans in October, 1936. These 
— predominated in the South and far 

est. 


Production credit associations charge 
5 per cent on their loans. 

The committee recommended that 
bankers familiarize themselves with the 
46 pages of data and conclusions pre- 
sented in the survey, consult county 
records to learn which farmers are bor- 
rowing from the production credit asso- 
ciations, and discuss the reasons why. 


—M. M. 


Survey OF GOVERNMENT LENDING AGENCIES. 
American Bankers Association, Committee 
on Banking Studies. May 20, 1937. 





The Seven TVA Bills and the Press 


HE fight in Congress to put over the 

bill for “seven regional TVA’s” has 
now been given up until 1938. Even the 
sponsor of the measure, Senator Norris, 
realizing the apparent hopelessness of the 
fight in the congressional session of 1937, 
left the Washington summer heat early 
in July for much needed relaxation in his 
native Nebraska. 

However, few who really know the 
perseverance of either Senator Norris or 
President Roosevelt, who is said to be 
squarely behind this bill, believe that this 
determined pair have entirely abandoned 
their cherished plan to divide up the en- 
tire country into a series of water and 
power resource provinces. Senator Nor- 
ris, who richly deserves a reputation for 
“always getting his legislation,” well 
knows the sounds of the old axiom about 
fighting and running away in order bet- 
ter to fight another day. 

It is to be expected, therefore, that the 
measure, somewhat anomalously called 
the “seven TVA” bills, will again be 
called up in the congressional session of 
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1938. What will happen to it then is cer- 
tainly too far away to judge now, but if 
the already expressed attitude of many 
newspaper editors and other writers is 
any criterion, it will face stiff opposition 
in 1938 or thereafter. 

Former ICC member Thomas F. 
Woodlock, writing in The Wall Street 
Journal, gives a brief and clear descrip- 
tion of the scope and purpose of the bill 
as follows: 


Senate bill No. 2555 for the creation of 
seven additional TVA’s to bring the entire 
territory of the United States into produc- 
tion of governmental electric power is wo 
the expenditure of ten minutes of time by 
anyone who is interested in the grogress of 
the national war upon the private utility cor- 
porations. 

The law covers every region from which 
rivers flow into the Atlantic ocean, the Mexi- 
can gulf, the Pacific ocean, and the Great 
Lakes. Presumably, there is not a water 
course in the entire territory which is not 
“tributary” sooner or later to one or other 
of these rivers. Under the terms of the law 
the water supply of every city and its sani- 
tation would be subject to one of these re- 
gional authorities, whose permission would 
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HARNESSING THE TAXPAYERS’ DOLLARS 


also be required by a factory desiring to use 
water for industrial or condensing purposes, 
or by a railroad desiring to build a bridge. 

Each regional authority is to consist of 
three directors at salaries of $10,000 per an- 
num. “No person shall be appointed a di- 
rector unless he professes a belief in the fea- 
sibility and wisdom of this act ; and each di- 
rector, prior to his entering upon the duties 
of his office, shall sign a written statement 
of such belief, and such statement shall be 
kept on file at ‘the principal office of the au- 
thority.” (Did the TVA director sign any 
such statement, and, if so, how does it read?) 

Of §9, dealing with the production and 
sale of electric power, it is sufficient to say 
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that it empowers the authorities to do every- 
thing necessary to put the government and 
all public bodies into the power business in 
competition with private utilities. Particu- 
larly interesting is the provision for book- 
keeping. The allocation of joint costs (as be- 
tween flood control, navigation, etc., and 
power) is to be made by the Authority, and 
when approved by the President shall stand 
on the books as final! 

Whatever charges of inconsistency in 
other directions may be leveled at the ad- 
ministration by captious critics, it must be 
admitted that there has been no breach of 
continuity in its war on the private utility 
corporation. 
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HE attitude of the private electric in- i 3 HE Phoenix (Ariz.) Gazette situ- 


dustry to such a proposal was nat- 


ated in a community where federal- 


urally one of alarm. Philip Gadsden, _ ly financed irrigation projects are looked 
of the United Gas Improvement Com- upon as local benefits much to be desired, 
pany, who is also head of the Committee stated in part: 


of Public Utility Executives at Wash- 
ington, D. C., said in part: 


Federal raids on the territories of inte- 
grated utility systems preémpting heavy- 
load territories by means of cheap sub- 
sidized rates will so impair the efficiency and 
credit of companies in the remaining lean 
territories as to render them easy prey to 
local public ownership movements, forcing 
their disposal at bargain sale prices. Thus 
this act, if administered with the ruthless- 
ness of TVA, would threaten the destruction 
of every electric system in the country. 

Elimination of private ownership in the 
utility industry would create a vacuum of a 
quarter of a billion dollars in taxes, local 
and national. 

The pretense that the purpose of TVA 
was merely to serve as a yardstick demon- 
stration of reasonable rates must now be 
abandoned. 

Such a measure would place the 250,000 
employees of the utility industry at the 
mercy of politicians for their jobs. The 


Government development of the water re- 
sources of the nation is the only logical 
method because of the far-flung related ac- 
tivities that must be codrdinated to bring 
efficient development. Water must be pro- 
tected for domestic users and for irrigation 
purposes. To bring about protection of the 
sources of origin of water in forested hills 
and mountains and upon plains there must 
be safeguards against looting of forests and 
of soil. 

Denuded forest lands, and cultivated sub- 
marginal plains lands that should remain in 
grass, produce only dust storms, floods, and 
drouths for the nation. These must be con- 
sidered in the most effective use of our nat- 
ural resources. The Tennessee Valley Au- 
thority permits this broad codrdination of 
the use of natural resources and the genera- 
tion and distribution of electrical power at 
low cost to its territory. The same oppor- 
tunity should be given the other river valleys 
of the country. 


Mildly favorable was the editorial re- 


potentialities of a Federal political machine : Ee: ” 
with patronage coextensive with the post- action of the Scripp s-Howard news 


office service unguarded by civil service Papers which have generally backed the 

challenges the imagination. New Deal on all important measures un- 

ir til the recent Supreme Court reorganiza- 

_ Favorable editorial response appeared tion battle caused them to oppose the ad- 

in the Philadelphia Record, which has ministration for the first time. The Pitts- 
been strongly pro-New Deal since burgh Press stated: 
1933: ‘ 
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Soil erosion has been fought with en- 
couraging success in the Tennessee valley, 
and is another integral factor of the Colum- 
bia river projects. 

To millions tramping cement sidewalks, 
rolling serenely over concrete roads, these 
problems may seem remote, if not unreal. 

Yet they are real, very real. One has only 
to look at nations which have ignored the 
wastage of their resources—nations such 
as China—to see the frightful fruits of in- 
difference. One has only to observe the tre- 
mendous conservation labors of European 
nations, who have no resources to waste. 

These peoples know how precious is the 
soil, how vital the forests, how floods and 
droughts and human indifference can bring 
starvation and disease and national disaster. 
Our own resources have been so abundant 
we have been able to squander them for 
years without feeling the pinch. 

But the flood sufferers, the farmers in the 
dust bowl, the foresters who scan bare, 
scones hillsides—they know the pinch is 

ere. 


Different types of work require differing 
skills and training, and it is proper they 
should be carried out by specialists. But the 
solution has to end where the problem starts 
—with the watersheds. And the responsibil- 
ity of planning and correlating the activities 
of the specialists should rest not in Wash- 
ington but in each nature-created region. 

One thing more. This, as we understand 
it, is not a proposal to spend vast new sums 
of money, but merely a plan to regionalize 
and rationalize the administration of con- 
servation projects already being appropri- 
ated for. It should help us to get more for 
our money. 


The (Louisville, Ky.) Courier-Journal 
was more or less sympathetic to the 
proposal, calling it “perhaps, the most 
gigantic enterprise ever undertaken, 
worthy of a great country in scope, 
worthy of its great founders in the ob- 
ject.” The Courier-Journal continued 
with a description of the projects. 
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HE Arkansas (Little Rock) Gazette measure was an innocuous “blue-print” 
endorsed the bill somewhat hesi- law that could be wiped out with ease at 
tantly, pointing out that the Norris- a later date. It stated in part: 


Mansfield proposal is only a blue-print 
sketch deserving of study, and does not 
commit the nation financially. 


..- Mr. Roosevelt is not proposing to 
swing all these “authorities” into full con- 
struction at once, spend billions on billions, 
and within a few years have everything com- 
pleted. He himself says that what he has in 
mind cannot “be projected on any single 
blue-print” at the start. 


Once a giant government-owned power 
monopoly is fastened on the people of the 
nation, it will be more difficult to get rid of 
than the present privately owned power 
groups. Such a program as that contem- 
plated by Norris should be delayed for five 
or ten years. By that time, very probably 
TVA will not be the unalloyed blessing some 
consider it now. 


A note of profound skepticism was re- 


_ What he would do is to lay the founda- corded in the editorial of the independent 
tion of a unified and harmonious and prac- and conservative Democratic New York 


tical program for progressive solution of 
tremendous problems which we cannot es- 
cape by shutting our eyes to them. The more 
difficult and necessarily slow of solution 
such problems are the more a long-time pro- 
gram is needed to forestall mistakes and 
conflicts and thus prevent waste and confu- 
sion if not disappointment and loss. Specific 
projects to be undertaken under the pro- 
gram, once it had been drawn up and ap- 
proved, would be for Congress to authorize 
from time to time just as it now authorizes 
other projects. 


The Electrical W orld, magazine organ 


Times: 


If the conservation of land resources ends 
at the bus bar in the power house, as it 
should; if hydroelectric energy is sold at 
fair rates to existing distributing organiza- 
tions to be retailed under proper supervision, 
the program outlined in the message will win 
hearty approval. But if, under the cloak of 
conservation, there is to be a new encroach- 
ment on private initiative, especially in re- 
gions adequately electrified, it is bound to 
meet with opposition. 


Even more critical was the reaction of 


of the private industry, differs sharply the independently conservative Baltimore 


on the argument that the bill is primarily ¢,»- 


a navigation and conservation proposi- 
tion. It stated: 


... Senator Norris let the cat out of the 
bag. The bill had been referred to the com- 
mittee on agriculture, of which Senator 
Norris was a member, and which committee 
had previously handled the TVA bill. Sena- 
tor Copeland insisted that the bill be sent to 
the commerce committee because that com- 
mittee handles flood-control measures. This 
was too much for Senator Norris, who 
stated: “It is not a question of navigation, 
although that is the constitutional peg on 
which the legislation hangs. It is not going 
to be a question of flood control, although 
that is a constitutional privilege.” 

Senator Norris has done the country an 
extremely good turn by making this admis- 
sion. The utility industry has contended all 
along that in these vast river developments 


cidental; that the primary purpose was 


There are many financial sins to be laid 
at the door of the great private power com- 
panies, but it remains true that under private 
ownership the work of the engineers has 
been such that if a light flickers tonight in 
your home there will be correction in an 
amazingly short time, The electrical indus- 
try, like the telephone industry, has worked 
engineering wonders in this nation under 
private ownership. The men and women 
who have invested their savings in that in- 
dustry are entitled to fair treatment from 
the Roosevelt administration. And the pub- 
lic is entitled to assurance that it is not sur- 
rendering the substance for the shadow if, 
because of the sins of some financial pirates, 
it is urged to undermine the private industry 
and to establish public ownership through- 
out the land. 


flood and navigation control were but in- / I ‘HE Republican journal, The Wash- 


ington Post, was definitely opposed 


power development. Now the leader of the to the bill stating : 


administration forces admits that flood and 
navigation control are merely constitutional 
pegs on which such measures might hang. 
Will those threads of constitutionality be 
strong enough to support these top-heavy 
structures? 


HE Democratic Dallas (Tex.) News 
doubted that the Norris-Mansfield 
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As a general statement, no exception can 
be taken to this opinion or to the emphasis 
placed upon tying our power policies into 
our plans for conserving and utilizing all 
our natural resources to best advantage. The 
President’s expressed desire to integrate re- 
gional planning, to start from the bottom 
and coordinate the problems of local gov- 
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ernment through Federal agencies is entirely greatly intensified if “the seven sisters of 
commendable. But that is not the kind of the TVA” are given their way. 

planning which Senator Norris is trying to : 

impose upon unprepared communities, pre- The Knoxville (Tenn.) Journal from 
sumably with the President’s approval. His the heart of the TVA country questioned 
bill is plainly intended to. Bihan the na- whether it might not be wise to await 
tion” as the protesting private utility groups fucther resulta fvom TVA iteell elem 


maintain, 


If that is not the purpose of the Presi- setting up so many replicas: 


dent, if he really wishes to leave Congress 
free to determine a power policy on the basis 
of more extended experience, there can be 
no need at this time for eight power au- 
thorities. 


The Republican Providence (R. I.) 
Journal opposed on grounds that the bill 


Congress may conclude, however, that the 
first regional planning authority is not yet 
old enough to have demonstrated its ef- 
fectiveness and decide to carry on the TVA 
tg ect a while longer before creating others 
ike it. 


The neighboring Birmingham (Ala.) 


tended towards more centralized Federal Argue advised more del ay until constitu- 
government : tional questions were cleared up: 


The fact that Senator Norris apparently 
knew what the President intended to say to 
Congress makes one’s curiosity all the 
greater to know whether the general conser- 
vation program outlined by Mr. Roosevelt 
is after all not merely the tail of a bigger 
and bolder government power dog. 


The usually Democratic St. Lows 
Globe-Democrat based its opposition to 
the bill on grounds that it threatened the 
already hard-pressed coal industry : 

Obviously, then, the expansion of water- 
produced power is destructive to coal-pro- 
duced power and would completely frustrate 


the efforts to restore the coal industry. If 
the water-power plans are fully carried out 


But is it the part of wisdom to create a 
lot of TVA’s with power to engage in pro- 
duction and distribution of electric current 
until the Federal government has undisputed 
right in this field? The President’s attitude 
recalls his former advice to Congress to go 
ahead and pass a bill without regard to 
doubts about its constitutionality. 

Until the Federal government’s rights in 
the power field are definitely outlined, Con- 
gress would do well to go slow on creating 
new agencies with dubious hydroelectric op- 
erations, 


HE Portland Oregonian questioned 
whether the proposed bill would ad- 


versely affect the prospects for cheap 


it will go far toward extinguishing the coal power in that area and commended the 
industry, will compel the wholesale abandon- _ stand against the measure taken by Ore- 
ment of mines and progressively throw hun- gon’s Senator McNary: 


dreds of thousands of miners out of em- 
ployment. Thus the administration works at 
cross purposes within itself, one plan oper- 
ating to defeat another, to the demoraliza- 
tion of everything. This is not “intelligent 
planning.” It is political folly, and folly with 
destructive consequences, 


O* the question of coal competition, a 
statement by the Anthracite Insti- 
tute said in part: 

For every million tons of coal displaced 
by government water power, there are ap- 
proximately 1,000,000 work days lost in mine, 
breaker, transportation, and distribution. A 


goes to labor. It means a loss of $1,000,000 
annually in the pay envelopes of mine em- 


Senator McNary’s opposition to this 
scheme deserves the support of this com- 
munity. Aside from the scheme’s peril to 
low-rate expectation, there is the purpose, 
as already noted, to put the social welfare, 
as well as the economic welfare, of the 
people under the guidance and direction of 
a politically appointed governmental bureau. 
However much the independence of the in- 
habitants of the Tennessee valley may have 
gone to seed, let it be hoped that an inde- 
pendent spirit still flourishes in the bosom 
of Oregonians. 


Summing up, with some effort to bal- 
million tons of coal displaced means 400 ance sentiment, it does appear that the 
ye Sig! — each are _ & a press of the nation is at least somewhat 
$2,000,000 in freight revenue, half of which tore skeptical of the Norris-Mansfield 


measure than in favor. The prevailing at- 


ployees, as 65 per cent of the cost of pro-  titude seemed to be that we should watch 
po sip er is er os not necessary TVA a little longer before tailoring the 
to be allied with the coal industry to see that whole country to the same model. 


our problems of government expense, un- 
employment, and tax revenues will all be 


AUG. 19, 1937 238 


—E. S. B. 





WHAT OTHERS THINK 
Television As the Utility of the Future 


HAT an atrociously trite thing it 

would be to say—‘The radio is 
here to stay!” It would be on the same 
level of naiveté as an observation to the 
effect that the Wright brothers’ invention 
of heavier-than-air flying craft is a 
“proven success.” Most of us take the 
success or at least the prevailing state of 
radio for granted. Most of us are more 
or less satisfied with it. We may grumble 
somewhat at the more exasperating 
blunders of broadcast ballyhoo, or we 
may be of that minority group which is 
so sensitive to what the intellectuals call 
radio’s neglect of its ‘educational poten- 
tialities.” However, when the European 
substitute of all-government propaganda 
(with special taxation) for our own free 
commercially sponsored broadcasts is 
considered, most of us are willing to ac- 
cept American radio with all its faults. 

It is only when we happen to read in 
the daily newspapers an occasional item 
about the regular television service of the 
British and German broadcasting agen- 
cies, or note that television receiving sets 
are marketed in London for as low as 
30 pounds, that we realize America is not 
exactly the practical leader of the world 
on the air waves, however far advanced 
she may be in the laboratory. And it is 
at such fleeting moments that the thought 
may pass through our minds—what will 
happen to radio when television definitely 
arrives, as it must surely do some day? 
What will become of moving pictures? 
How will television affect our everyday 
habits and customs? How will it be paid 
for? Will it necessarily be owned and 
operated by the government under taxa- 
tion, or can private operators carry it 
on as a new variety of public utility busi- 
ness subject to regulation? 

It was thoughts such as these that in- 
spired Gilbert Seldes to do an inter- 
esting article on television for The At- 
lantic Monthly. The problem, he says, 
resolves itself into three subproblems: 
(1) Engineering; (2) financing; (3) 
entertainment technique. 

Taking up the first of these, Mr. Seldes 
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covers a number of interesting points that 
merit attention and thought. He tells us 
that the major engineering problems have 
been largely solved as well here if not 
better than in Europe; but, because in 
television the transmitter and receiver 
must fit as a key in a good lock, American 
technicians have hesitated to launch tele- 
vision on the public market. Mr. Seldes 
does not blame them for holding back. 
Instead, he tells us that by very reason 
of the fact that the moment receivers are 
sold transmitters cannot be altered or im- 
proved in certain fundamental respects 
without utterly destroying the value of 
receiving sets costing around $500 each, 
“there is a danger that television may be 
made rigid at the beginning when it 
should be most flexible.” 


NCIDENTALLY, it is already noted that 
the British Broadcasting Company 
has felt adverse reaction from launching 
television on the public market before 
program technique and other details were 
worked out. Already some British tele- 
vision receiving set purchasers are turn- 
ing them back because they do not think 
a daily hour of doubtful entertainment 
warrants the expenditure. As one dis- 
satisfied customer stated, “he was d 
sick and tired of looking at a blooming 
window washer”—the reference being to 
a television feature which the British 
transmitters have had to repeat over and 
over for lack of other available entertain- 
ment. 

Mechanically, however, American tele- 
vision is rounding into practical shape, 
and Mr. Seldes thinks we may even have 
a public taste of it before the end of 1938. 
The scanning “lines” have been increased 
from the primitive experiments with 30 
lines (which produced a picture about as 
clear as the samplers our grandmas used 
to make), through the 180-line stage 
(which produced a cross-patch picture 
resembling the early radiographed news- 
paper pictures of the recent British 
coronation), to the standard of 441 lines 
approved by the FCC (which gives a re- 
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sult comparable to an ordinary halftone 
photo-engraving with some tendency to 
slight distortion near the borders). 
Technicians have even been working on 
studio production problems and have de- 
veloped a method of inexpensive faking 
of scenery and background facades. In- 
teresting, too, is the news that the mobil- 
ity and accuracy of the modern wide- 
angle lensed motion picture camera may 
be used as an intermediate step for tele- 
casting because transmitter production 
can be better controlled by simply pro- 
jecting the movie on the studio scanner. 
It has been found possible to photograph, 
develop, and fix movie film ready for tele- 
casting in thirty seconds, and a device 
has even been found to delay the accom- 
panying sound so as to synchronize ex- 
actly with the final picture. 

But, alas, all the problems of television 
cannot be delegated to the skilful hands 
of the engineers and technicians. The 
stiffest problems, Mr. Seldes assures us, 
are financial, artistic, regulatory — all 
three aspects often rolled into a single 
puzzling step. 


F23i of all, there is the fact that sound 
radio broadcasting as a commercial 
enterprise is established in America. Not 
only does it represent millions of invest- 
ment in manufacturing, broadcasting, 
and customer-owned receiving sets, but 
it is geared to a tempo of commercial 
advertisement that cannot be dissolved 
overnight without serious economic con- 
sequences, particularly for the would-be 
disturbing element—television. 

And so, Mr. Seldes expects that early 
television will attempt to be kept on a 
“supplementary” basis, so as to operate 
with, rather than against, sound radio. 
He doubts, however, that this will work 
very long or very satisfactorily. Making 
entertainment of such a nature as to sat- 
isfy both eye and ear, in combination or 
separately, is too much of a task—as if 
the entertainment problem for television 
alone were not enough task to handle. It 
is expected, therefore, that television, 
once ushered in quietly as a “supple- 
mentary” feature, will sooner or later run 
away with the field, and it will then be 
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sound radio which will have to take the 
“supplementary” place on the customer’s 
receiving set. 

Elaborating on-his thesis that future 
television progress can never effectively 
be used for double duty—serving at the 
same time television sets and sound radio 
sets only—Mr. Seldes makes a forceful 
argument by pointing out that the strain 
of listening is totally different from that 
of merely hearing, while the concentra- 
tion exacted by a visual presentation is 
the most demanding of all. This means, 
at the outset, an irreconcilable repug- 
nancy between the sound broadcasting 
technique and the telecasting technique, 
not only as far as the featured entertain- 
ment itself is concerned, but also the 
mode and method of presenting commer- 
cial messages from which, presumably, 
television in America would have to re- 
ceive its financial life blood. 

The busy housewife can close her ears 
and throw her mind into neutral without 
being more than subconsciously annoyed 
by the sound radio which the children 
keep operating at all hours. But television 
demands complete attention ; you cannot 
walk away from it or turn your back on 
it without losing the entire sense of it, 
and, therefore, the commercial reason 
for its existence. 


r. Seldes hopes that it is not too 

late for television advertising, even 

at this comparatively early day, to profit 
by the errors of sound radio broadcast- 
ing, but he fears the worst. In addition 
to errors, he fails to see how telecasting 
for entertainment purposes can —— 
surmount financial and production diff- 
culties. How can talented writers pos- 
sibly turn out enough copy, or a sufficient 
number of actors of adequate personable 
appearance find the opportunity of per- 
fecting really worthwhile performances 
—hour after hour, day in and night out? 
The biggest bugaboo of all that lingers 
behind all of these problems is—where 
will the money come from to pay for it? 
Mr. Seldes makes a shrewd and rather 
original observation that the American 
radio audience has been developed to ex- 
pect a pretty good show, and that this is 
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the accomplishment of sound broadcast- 
ing. He states on this point : 


So radio touches our lives at every point. 
It is desirable for us to know what price we 
have paid for the creation of this incom- 
parable engine of social influence: we have 
certainly created a habit of almost in- 
discriminate, almost apathetic listening; 
through the air has come a really incalcu- 
lable number of stupidities; much that is 
trite and tasteless comes with what is in- 
telligent and bright. A critic of society 
would have a delicate job to determine how 
far radio has corrupted and how far im- 
proved the public taste, and the very ex- 
istence of a power so great as that of radio 
seems menacing to many observers. The 
high-minded do not like to face the actual 
situation in radio, which is that all of its 
desirable effects are based on the habit of 
listening which was created largely by pro- 
grams trivial and banal in themselves. In 
countries with highly centralized authority 
it is possible that people listen to the radio 
because what they hear is important; and 
the extreme form is obligatory listening as 
it is practised in Germany. In a democratic 
country the emphasis is on the other side: 
radio is important because people listen to 
it, even when it is trivial ; the audience which 
listened to the radio debate on the Supreme 
Court was created in the first place by Ed 
Wynn, Rudy Vallee, Amos ’n’ Andy, and 
Kate Smith. 


As for the effect of television on the 
motion picture industry (and vice versa), 
Mr. Seldes states: 


_ The moving picture will not merely supply 
its ready-made films for telecasting. As the 


new entertainment becomes more expert it 
will demand films expressly made for tele- 
vision, and presently it will have a profound 
effect upon all our moving pictures. I con- 
fess that there is a great deal of speculation 
in all of this, but I am convinced that because 
television will be shown in the home to 
single individuals or very small groups, be- 
cause it will be sponsored and therefore 
each fragment of it must be comparatively 
short, the tempo of the dramatic or musical 
numbers will rapid; just as the movies 
are more compact than radio, television will 
approach its points and its climaxes with 
far less lost motion than the movies now do. 
And no matter how often people are told 
that they must not compare the two forms, 
they will compare them, and the movies will 
have to cut out their waste material in order 
to compete. It would be a good thing. They 
have become dignified and a little lethargic 
in their methods; they will have to be ener- 
gized all over again. 


On the whole, Mr. Seldes’ article is 
more notable because it states the prob- 
lems clearly rather than attempting any 
solution of them beyond the prediction 
that television will probably develop 
along regional rather than national chain 
lines of sound broadcasting, and that 
regulation will be stressed more in the 
direction of policing the airways than in 
supervising the relationship between 
broadcasters and commercial sponsors. 


—F. X. W. 
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The March of Events 





Opposes St. Lawrence Seaway 


P= Hepburn of Ontario, in a letter 
made public on July 30th by Representative 
Alfred F. Beiter of Williamsville, N. Y., an- 
nounced his opposition to the St. Lawrence 
seaway project. Mr. Hepburn said the proj- 
ect, “in so far as the Province of Ontario is 
concerned, cannot be justified on economic 
grounds.” 

President Roosevelt and Secretary Hull 
recently said that negotiations for a Great 
Lakes-St. Lawrence development treaty were 
being conducted with Canadian authorities. 
Mr. Beiter asked Mr. Hepburn what position 
his government intended to take. The 
Province Premier replied that Ontario had 
ample power facilities, and indicated that 
transportation facilities in the Dominion were 
adequate for present needs. Mr. Hepburn 
stated : 

“Under the circumstances I see no possibility 
of changing the policy of this government 
until such time as there is need for additional 
transportation facilities or power ... We are 
vitally interested in the welfare of the Cana- 
dian National Railways, which, as you know, 
is operating under a tremendous annual loss, 
constituting an acute drain upon the 
Dominion.” 


SEC Tightens Proxy Rules 


pe rules under the Public Utility Act 
with reference to registered holding com- 
panies and their subsidiaries were announced 
on July 26th by the Securities and Exchange 
Commission. 

While the rules cover practically every 
phase of proxy negotiation, it was stated that 
in so far as they are applicable to reorganiza- 
tions, they were designed for temporary 
operation under provisions of existing law and 
therefore were more limited in scope than the 
recommendations which the commission pre- 
viously made for new legislation dealing with 
the general field of corporation reorganiza- 
tion and committee activity. 

The commission also announced the amend- 
ment of rule 3D-5 which exempts from the 
act certain activities of nonutility subsidiaries 
of registered holding companies. The condi- 
tions under which a nonutility holding com- 
pany may be exempted were closely defined. 

In general the rules set up standards to 
which those soliciting proxies must conform ; 
such standards, for instance, as those calling 
for periodic accountings by protective com- 
mittees, prohibition against trading in securi- 
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ties by committee members, and detailed in- 
formation through commission reports to en- 
able those solicited for votes to act with sound 
judgment. 


House Bill Passed 


Bk HE Mansfield bill, creating an authority to 
administer the new Bonneville hydro- 
electric and navigation project in Washington 
and Oregon on the Columbia river, was passed 
on July 26th by the House without a record 
vote and sent to the Senate. The measure, as 
finally approved after two days of considera- - 
tion, provides: 

1. Appointment by the Secretary of the In- 
terior of an administrator at $10,000 a year to 
sell and encourage the widest possible use of 
surplus power generated at the dam, to be 
completed soon. 

2. Operation and maintenance by the Army 
Engineers of navigation and flood-control 
features of the project, and of power genera- 
tion and delivery of power to a central 
switchboard. 

3. Approval by the Federal Power Commis- 
sion of electric rates fixed by the administra- 
tor, with discretion to revise them. The ad- 
ministrator would be required to reserve at 
least 50 per cent of the generated power until 
January 1, 1941, for sale to public bodies. 

4. Receipts from the sale of power to go 
into the Federal Treasury with a proviso that 
$500,000 would be set up as a continuing fund 
for the administrator’s program. 

The bill, according to members of the House 
Rivers and Harbors Committee, is meant to 
be only provisional, pending establishment of 
a permanent administrator for all projects in 
the Columbia river basin. 

An amendment offered by Representative 
May of Kentucky, designed to restrict govern- 
ment jurisdiction and to block the construc- 
tion of public transmission lines from the proj- 
ect, was defeated, 82 to 12. 

Representative Rankin of Mississippi, co- 
author of the Tennessee Valley Authority Act, 
attacked the May amendment as an effort to 
paralyze the power distribution and weaken 
the administration of the project. 

An amendment by Representative Robinson 
of Utah, calling for an investigation designed 
to remove alleged discriminations in Boulder 
dam power contracts, was defeated 70 to 32. 


House Seeks Army Counsel 


s the result of a resolution adopted by the 
House of Representatives on August 3rd 
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for a comprehensive nation-wide flood con- 
trol project to be submitted by the Army En- 
gineers, various Washington observers profess 
to see a reassertion by Congress of its au- 
thority to deal in its own way with flood 
control and power projects. It was further 
indicated that in future Congress would be 
guided by Army Engineers instead of by the 
National Resources Committee or other ad- 
ministrative planning agencies. 

The scope of the resolution was broadened 
by the House so that the Departments of 
Agriculture and the Interior will participate 
in formulating plans relative, respectively, to 
soil erosion and reclamation. The House also 
provided that the Engineers’ report (expected 
to be ready by next January) shall set forth 
the values of flood control projects for hydro- 
electric development. The amendments have 
been accepted by the Senate. 

For four years agencies created under the 
President’s emergency powers have been in- 
vestigating and reporting: The Mississippi 
Valley Committee of the PWA, 1933-34; 
President Roosevelt’s Committee on Water 
Flow, 1934; the Water Planning Committee 


of the NRC, 1934-35; the NRC itself, 1936-37. 
Flood Compact Snagged 


C ONTROVERSY Over congressional approval of 
the flood control compact between four 
New England states was believed to have 
resulted in indefinite delay in completing au- 
thority for the projects involved. President 
Roosevelt is said to have proposed the com- 
pact because it reserves to Connecticut, Ver- 
mont, Massachusetts, and New Hampshire 
the right to develop power from flood con- 
trol projects constructed within their respec- 
tive borders. 

The President’s position in this matter was 
said to be in accord with the view expressed 
by the Federal Power Commission in letters 
sent to the chairmen of the House and Sen- 
ate committees considering the compact. The 
FPC claimed that the reservation of state 
rights in hydro power matters as contained 
in the proposed compact conflicted with Fed- 
eral power policy and therefore should not 
be permitted. The President’s position differs 
from his views as governor of New York. 


Alabama 


Votes to Build Power System 


Co, voters approved on July 27th 
bonds for the installation of a municipal 
power distribution system using TVA current. 
The vote was 361 to 42. The ballot did not 
designate the amount of bonds, stating only 
that a “sufficient amount” to build or purchase 
the system shall be issued. 

Scottsboro at present is served by the Ala- 
bama Power Company. Guntersville dam, 35 
miles away, nearest TVA source of supply, is 
now under construction. 


City Bonds Retired 


gem Robert Beasley announced last 
month the retirement by the city of Tus- 
cumbia of $109,000 of public improvement re- 
funding bonds, largest single purchase in the 
history of the city. 

Tuscumbia has purchased from the Alabama 
Power Company the municipal electric distri- 
bution system which Mayor Beasley said had 
shown a profit to the city of more than $1,700 
at the end of the first three months. The city 
has only $1,200,000 in bonds outstanding. 


Arizona 


Rule on Power 


T= Interior Department solicitor recently 
ruled that should Arizona sign a contract 
for purchase of Boulder dam power that state 
“would be subject to the provisions” of the 
Colorado river compact “for the duration of 
the power contract.” Execution of the con- 
tract would not, however, the solicitor added, 
“constitute a ratification” of the compact by 
Arizona. 

The solicitor’s ruling, filed with Secretary 
Ickes, was said to have cleared up several 
points raised by a request from the Citizens 
Utilities Company for permission to buy 5,000 
kilowatts of Boulder power for distribution 
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in the vicinity of the town of Kingman, Ariz. 

The solicitor held also that power used in 
Arizona by the Citizens Utilities Company or 
other corporation or individual “need not be 
part of the allotment of firm energy to the 
state of Arizona.” The solicitor’s opinion 
further held: 

“Secondary energy which is not used by the 
metropolitan water district or the lessees (Los 
Angeles and the Southern California Edison 
Company) and unused firm energy allocated 
to the district which is not taken by the lessees, 
may be disposed of to the Citizens Utilities 
Company for use in the state of Arizona and 
would not constitute part of the allotment of 
firm energy to the state of Arizona.” 
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California 


Seeks Power Plants 


err of the Southern California Edi- 

son Company’s electric distribution sys- 

tem in North Hollywood, Tujunga and Sun- 

land was sought by the Los Angeles Municipal 

Bureau of Power and Light in three con- 

eae, ordinances presented the city coun- 
cil. 

In an effort to furnish electrical energy to 
metropolitan and annexed parts of Los 
Angeles, the water and power commission 
proposes to acquire through court action at an 
estimated cost of $5,000,000 Edison property 
serving approximately 45,000 consumers in ad- 
ditional western sections of the city, including 
Eagle Rock, Venice, Watts, Sawtelle, and 
Green Meadows. 

Recently the water and power department 
purchased the electrical generating and dis- 
tributing system of the Los Angeles Gas and 


Electric Corporation for approximately $45, 
000. 


Utility Scores 


A™ TTEMPTs to prevent the Nevada-California 
Electric Corporation from constructing 
235 miles of power lines failed recently. In 
Federal court the Imperial Irrigation District 
and Imperial county sought an injunction to 
prevent the corporation—formerly known as 
the Southern Sierras Power Company—from 
building the proposed lines on the contention 
the corporation could not do so without con- 
demning rights of way across Imperial’s 
canals and ditches or obtaining permission, 
Isaac Pacht, sitting as special master in 
Federal court, declined to grant the injunc- 
tion but granted the corporation an injunction 
to prevent Imperial county commissioners 
from interfering with line construction. 


Indiana 


Rate Reduction Ordered 


TS board of works and management of 
the Anderson municipal power plant was 
instructed recently by Mayor Harry R. Bald- 
win to readjust its schedules to bring about 
a reduction in rates which will mean a saving 


of about $75,000 a year to consumers. The 


plant serves 13,000 customers. 


Closes Power House 


REPARING to discontinue street car service 

in Anderson, the Indiana Railroad has 
closed its central power house there and will 
be supplied with power from the Public Serv- 
ice Corporation. The central car shops will 
continue in operation for an indefinite time, 
however. 


lowa 


Allots Rural Fund 


HE Federal Rural Electrification Admin- 
istration notified the office of Senator 
Gillette of Iowa last month of the allocation 
of $260,000 for construction of rural electric 
lines in Franklin and Cerro Gordo counties. 
The allocation restored an amount provided 


for the Franklin Rural Electric Codperative 
and subsequently recalled. Iowa groups re- 
cently protested cancellation of the allocation. 

REA representatives said it increased the 
amount which has been made available for 
the project to $418,000, permitting construc- 
tion of 418 miles of line serving 13,057 cus- 
tomers. 


Kansas 


To Build Own System 


HE Citizens Utility Company of Good- 

land, a private organization, lost a district 
court battle recently to prevent the city from 
building its own electric light and power sys- 
tem. 
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Residents voted approval of municipal 
ownership last February and authorized issu- 
ance of $200,000 in municipal bonds for a city 
plant. The private utility company challenged 
legality of the election and sought to block the 
ee of the municipal power and light 
plant 
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Kentucky 


Signs TVA Power Contract 


conTrRACT for the purchase of TVA power 
A by the city of Middlesboro was signed 
on July 29th by Mayor Ginsberg of Middles- 
boro and TVA directors. The contract, it was 
said, makes Middlesboro the first city in Ken- 
tucky to obtain TVA power, and was seen as 
the initial step in a program by which many 
other Kentucky towns and rural districts 
would use TVA-generated power. 

The Middlesboro contract provides for the 
sale of electricity to Middlesboro citizens at 
rates prevailing in 34 communities in Ten- 
nessee, Alabama, Georgia, and Mississippi, 
which already distribute power purchased 
from the TVA. The power will be transmitted 
to Middlesboro over transmission lines from 
Norris dam, a distance of 50 miles. This means 
that TVA power will be made readily acces- 
sible to communities along the route of the 
transmission line, practically the entire length 
of which will be through east Tennessee. The 
line will be completed in about a year. 

In a referendum election last November, 
Middlesboro citizens voted by approximately 
2 to 1 for a $175,000 bond issue to finance con- 
struction of a municipal system to distribute 
TVA power. 


Threatens Rate Investigation 


HE state public service commission on July 

30th threatened an investigation unless 
the Owensboro gas rate issue was settled 
within the next two weeks. Commissioner 
James W. Cammack, Jr., said a second con- 
ference between representatives of the com- 
mission and the Owensboro Gas Company, held 
July 30th, failed to settle the issue. 

Cammack said data in the files of the com- 
mission showed the rates of the Owensboro 
concern were far out of line with the charges 
in other communities located less advan- 
tageously in respect to the natural gas fields. 

The gas company has been operating for 
the last four years without a franchise. At 
the expiration of the old franchise the ques- 
tion of rates came up, but no agreement was 
reached. The company offered to reduce its 
rates in certain instances if granted a fran- 
chise. The proposed reduction would have 
amounted to approximately $5,000 a year. City 
commissioners declined to accept the rate 
schedule but allowed the discussion to be 
dropped. 

Several years ago the citizens voted a 
$200,000 bond issue to build a municipal gas 
system, but the bonds never were issued. 


Louisiana 


Compromise Rate Reductions 


HE state public service commission and 

the Southern Bell Telephone and Tele- 
graph Company on July 28th compromised all 
their differences which had arisen since the in- 
stitution of rate proceedings against the com- 
pany in 1934 at the direction of the late Sena- 
tor Huey P. Long, who had been employed as 
consultant by the state commission. 

Under the terms of the compromise the tele- 
phone company agreed to withdraw its litiga- 
tion against the commission, including an ap- 
peal to the United States Supreme Court from 
a decision of the state supreme court uphold- 
ing an order of the commission issued on 
March 2, 1935, reducing local rates, and to 
grant reductions in long-distance rates esti- 
mated by the commission to amount to $260,- 

a year and to make other reductions in 
costs, which the commission estimated would 
amount to $68,000 a year additional. 

The order of the commission, accepted by 
the telephone company, provided for the pay- 
ment of $10,000 to Lieutenant-Governor Earl 
K. Long, brother of the late Senator, for legal 
services in acting as consultant in the present 
case and for the payment of $28,023.97 addi- 
tional to Mark Wolff of New York, public 
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utilities consultant, for his services in this and 
previous proceedings against the phone com- 
pany. 

The compromise agreement was announced 
after a 2-day hearing had been adjourned on 
July 27th to permit the phone company to 
complete the preparation of its case for pre- 
sentation to the commission, and to permit the 
commission to study the testimony which had 
already been given. 

Vernon Baird, Louisiana manager of the 
company, in a prepared statement declared 
that while it was difficult for the company to 
see how it could pay anything like a reason- 
able return on its investment under the order, 
the company was hopeful that the state’s de- 
velopment and growth would produce new 
business sufficient to offset these reductions, 
“but should this not eventuate and should our 
ability to render an efficient and comprehen- 
sive service be jeopardized, we hope the com- 
mission will then give reasonable recognition 
to our situation.” 

The state commission’s statement said that 
the order of March 2, 1935, which became final 
by reason of the telephone company’s agree- 
ment to cancel its appeal to the United States 
Supreme Court, amounted at the time to a 
savings of $660,000 to the subscribers, but that 
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based on increased business it now amounts to 
approximately $800,000, which, added to the 
$328,000 reduction provided for in the order 
of July 28th brought the total reduction to 
approximately $1,125,000 under the two orders. 

Reductions in the recent order in addition 
. the $260,000 for long distance were as fol- 
Ows: 

Reducing cost of installation of business 
telephones in New Orleans and Shreveport 
from $3.50 to $3 per station and fixing installa- 
tion charges for residential phones throughout 


the state at $2, the total reductions amounting 
to an estimated $30,000 a year. 

The elimination of the 25-cent extra charge 
for dials on private branch exchange tele- 
phones, estimated to save $14,000 a year to 
subscribers to this type of service. 

Extending the base rate areas in New 
Orleans and Monroe to save the people in the 
areas involved an estimated $12,000 a year. 

Reductions on jack and plug equipment and 
credits for discontinued handset use were esti- 
mated to amount to $68,000 a year. 


Massachusetts 


Rate Cut Limited 


NLY commercial customers of the Subur- 
ban Gas & Electric Light Company, serv- 
ing Revere and Winthrop, benefited by the 
$9,000 rate reduction ordered by the state pub- 
lic utilities commission in a decision made pub- 
lic last month. The decision was the result of 
a hearing at which all classes of customers 
had asked for a general rate reduction. The 
complainants declared the company payrolls 
had been “padded” to make expenses appear 
high and that certain other expenses were 
excessive. 
The commission stated in its decision that 
it found no evidence of “padded” payrolls or 


of unwarranted operating expenses. It pointed 
out that the company had made a voluntary 
reduction last October, after the reduction 
petition had been filed. This reduction re- 
duced the company’s annual estimated revenue 
by $25,900. 

The commission also found that the addi- 
tional expenses for the company for 1937, for 
taxes and increased payroll, would amount to 
$15,000 in comparison with last year. These 
items, it was pointed out, would tend to cut 
the net earnings, which were $207,500 in 1936. 

The new rates for annual and short-term 
commercial customers are 74 cents for the first 
30 kilowatt hours, 6 cents for the next 100 
hours, and 5 cents beyond that point. 


Missouri 


Gas Users Get Refund 


OMESTIC and commercial consumers of the 
Laclede Gas Light Company will receive 
approximately $820,000 in refunds providing 
the decision of the Missouri Supreme Court 
at Jefferson City on July 30th, upholding a 6 
per cent reduction in the general gas rates for 
domestic and commercial users ordered on 
November 30, 1934, by the state public service 
commission, stands. The reduction under the 
commission’s order was to have become effec- 
tive February 1, 1935, but has been held up by 
court appeals. 

Mayor Dickmann, commenting on the rul- 
ing, said he “could not urge too seriously upon 
the management of the Laclede Gas Company, 
now that the decision of the commission has 
been upheld, that they abide by the supreme 
court ruling, and permit consumers to take 
advantage of the reduction order rather than 
prolong the matter by further legal con- 
troversy.” 

The approximately $820,000 for refunds has 
been impounded in a Jefferson City bank in 
care of the state public service commission. 
The refunds represent the full amount of the 
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reduction since February 1, 1935, and have 
been deposited monthly by the company. 

Refunds to the majority of St. Louis house- 
holders will average $5.40. The average gas 
bill is about $3 a month and a 6 per cent re- 
duction means a savings of 18 cents a month 
or $5.40 for the thirty months since the reduc- 
tion was ordered in force. 

Domestic gas sales bring the company ap- 
proximately $5 for every $1 of commercial 
revenue. On this basis the total refund would 
be divided as follows: Domestic consumers, 
$683,333 ; commercial, $136,667. 

The supreme court en banc in affirming the 
state commission’s order also upheld the com- 
mission’s finding of $39,000,000 as the fair 
valuation of the Laclede property for rate- 
making purposes. The supreme court also 
further sustained the commission in allowing 
Laclede 64 per cent as a reasonable rate of re- 
turn on the company’s valuation. 

Both the company and the city of St. Louis 
had appealed from the findings of the com- 
mission to the Cole County Circuit Court. 
The Cole county court upheld the commission 
and the company and the city appealed to the 
state supreme court. 
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Counsel for the gas company, at the time 
the decision was announced, said he could not 
say whether the company would ask the 
supreme court for a rehearing, take an appeal 
to the U. S. Supreme Court, or abide by the 
decision. 


Natural Gas Hearing Deferred 


C HAIRMAN Sam O. Hargus of the state pub- 
lic service commission on July 30th an- 
nounced postponement of the St. Louis natural 
gas hearing from August 4th to a date to be 
fixed later. 

This was done after a conference between 
the members of the commission and President 
Joseph P. Wilson and Vice President and 
General Manager B. F. Pickard of the com- 
pany. Agreement was reached through which 
the engineers and accountants of the commis- 
sion in collaboration with engineers and ac- 
countants of the company will make a study 
of the cost of a “change-over” to the com- 
pany from artificial and mixed gas to straight 
natural gas if an adequate supply of the latter 


product is found available for St. Louis. 

It was estimated that the study would re- 
quire ninety days to complete. All expense of 
the study will be borne by the company. 


Announces Rate Cut 


N annual reduction of $1,070,000 in electric 
A rates to its small and medium size com- 
mercial customers will be put into effect 
September Ist by the Union Electric Company 
of Missouri, the state public service commis- 
sion was informed last month. F. J. Boehm, 
executive vice president of the company, said 
the lower charges would round out the com- 
pany’s rate reduction program. Other cus- 
tomers, he said, benefited from previous rate 
reductions. 

The proposed rates will save Missouri cus- 
tomers $900,000 a year, while its Illinois cus- 
tomers will save the other $170,000. Boehm 
said the reduction had been approved in 
principle by the state public service commis- 
sion and by Mayor Bernard F. Dickmann of 
St. Louis. 


New York 


Gives Tax Rules 


ipso a final conference of representa- 
tives of various utility groups and city 
fiscal officers, the state tax commission on 
July 21st made public the rules and regula- 
tions which are to govern the new state utili- 
ties tax law enacted by the last legislature. 
It is expected that the regulations will be 
used also by most municipalities which im- 
pose similar levies. 

The groups represented at the final meeting 
were telephone, telegraph, power, gas, sub- 
metering and traction industries, and the State 
Hotel Association, as well as fiscal officers of 
a dozen cities. The groups had conducted 
separate meetings previously. 

A 2 per cent tax is imposed on the gross 
income of utilities for the period beginning 
July 1st and ending on June 30, 1938. The law 
also authorizes any city to enact a local tax 
of one per cent. Receipts in both instances 
are to be used for unemployment relief. 

The new regulations provide that a tax- 
payer may report on either a cash or accrual 
basis. The term “gross income” also is clari- 
fied and is specified to mean (1) receipts from 
sales made and services rendered; (2) profits 
from the sale of securities; (3) profits from 
the sale of real property; (4) profits from the 
sale of F pie property other than merchan- 
dise; (5) receipts from interest, dividends and 
royalties, and (6) profits from any other 
transactions. 

The regulations, which are in question-and- 
answer form, show that operators of hotels, 
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apartment houses and office buildings will be 
subject to the tax on receipts from telephone, 
electricity, and all utility services which they 
buy and resell to tenants at a charge separate 
from rental. A decision was made also that 
mutual telephone companies, stock-quotation 
companies which sell ticker services using 
leased telegraph wires and, in most instances, 
organizations which sell gas from a tank are 
subject to the tax. Questions have been raised 
as to the liability of these types of businesses. 

Returns must be filed by the various utilities 
on or before the twenty-fifth day of each 
month following the month in which the in- 
come was received. The first return must be 
in by August 25th. The penalty for failure to 
file a return or pay a tax at the time required 
is 5 per cent for the first month’s delinquency 
of the tax and one per cent for each additional 
month or fraction thereof. 


Files New Rates 


Ane for new rates for electricity 
supplied by the Queensboro Gas and 
Electric Company was filed on July 30th with 
the state public service commission which, it 
was estimated, would save users $223,000 an- 
nually. At the same time the company filed a 
revised gas rate which the commission sus- 
pended, directing a hearing to be held on 
August 11th at its office in New York. 
Under the plan proposed for electric rates, 
customers’ savings would range from a few 
cents to $1.79 a month to those using 200 
kilowatt hours a month. Residential con- 
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sumers would be the greatest beneficiaries. 
The estimate of the company was that 92.6 
per cent of the bills under residential and 
religious classifications would be reduced with 
a saving of $145,000 annually, while 7.4 per 
cent of the bills in that classification would be 
unchanged. In the general classification 89.5 
per cent of the bills would be reduced at a 
saving to users of $77,300. 

The chief objection to the gas revision, it 


was said, was that the schedules apply the $1 
minimum monthly charge to all classes of con- 
sumers. Under rates in effect, the $1 monthly 
charge does not apply to the general classifica- 
tion. The commission said that if the $1 
monthly minimum as_ proposed became 
effective it would increase bills slightly more 
than 21 per cent. Savings to gas consumers 
under the proposed gas schedule would 
amount to about $61,000 a year. 


Ohio 


Pushes for Rate Slash 


WARNING that the Rural Electrification 

Administration “is anxious to build 
generating plants for rural areas unless a rate 
of one cent or less per kilowatt hour is 
obtained,” was sounded by Murray D. Lincoln, 
executive secretary of the Ohio Farm Bureau 
recently in his demand on power companies 
for lower rates. 

Mr. Lincoln, who also is general manager of 
the Rural Electrification Codperative, said the 
REA does not plan the abandonment of any 
existing projects but is prepared to build more 
generating plants unless the rate reduction is 
allowed. 

H. Zinder, REA rate analyst, told a con- 
ference of power officials that “we know from 
experience that one cent or lower is reason- 
able.” Mr. Zinder said Ohio rates ranged 
from 1.35 to 1.65 cents per kilowatt hour as 


compared with an average 1.2 cents in 
neighboring states. He declared the rate in 
neighboring states was “not reasonable.” 
Farm bureau officials said that projects in 
Ohio requested but not fully approved by’ 
REA amounted to $6,000,000 and that six Ohio 
projects now are operating. Fifteen additional 
projects have REA approval or are under 
construction and 30 more are planned but have 
not yet been approved, the officials explained. 


Signs Light Contract 


ie W. J. Graham on July 31st put his 
signature on an ordinance passed by the 
Circleville city council giving the Columbus 
& Southern Ohio Electric Company a 10-year 
contract for residential and commercial serv- 
ice in Circleville. The utility said the ordi- 
nance would save consumers approximately 
$10,000 annually. 


Oklahoma 


Approves Rate Cut 


ys average annual reduction of 4.7 per cent 
in electric rates of the Southwestern 
Light & Power Company, in 73 cities in the 
western part of the state, was approved last 
month by the state corporation commission, 
Reford Bond, chairman, announced. The re- 
duction became effective August Ist. 

The report to the commission showed the 
annual revenue from the cities was $750,269.43. 
It is to be reduced $34,902.48 by the cut. Law- 
a Chickasha will benefit most, it was 
said. 


Dam Boosters Hopeful 


I Ngee yy Grand river dam delegation 
returned to Vinita last month hopeful of 
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favorable action by President Roosevelt, who 
had conferred with the Oklahomans. 

State Senator Jack L. Rorschach, Vinita, 
one of the members, said President Roose- 
velt had instructed Public Works Administra- 
tion attorneys in Washington to draw con- 
tracts to be signed by the Grand river dam 
authority with the PWA and the Federal 
Power Commission fixing maximum and mini- 
mum rates that would be charged for elec- 
tricity from the dam. 

Rorschach said he expected the contracts 
to reach the dam authority at Vinita some 
time before September Ist. The Senator indi- 
cated he expected favorable action on an ap- 
plication for $12,000,000 PWA loan and grant. 
That sum would be used to buy 57,000 acres of 
land and to pay for part of the work. Nearly 
$22,000,000 has been asked for the project. 
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Pennsylvania 


To Hold Gas Hearings 


HE State public utility commission on July 

30th scheduled hearings for 22 natural 
gas companies in September. These are the 
first hearings to be fixed as a part of the in- 
vestigation begun in April by the commission 
into the rates of approximately 104 natural 
gas companies. 

The hearings will be in Ridgway, Bradford, 
and Pittsburgh. The companies have been 
notified that under the provisions of the utility 
law it will consider imposition of temporary 
rates in any instance where the evidence indi- 
cates excessive earnings. 


FPC Sets Hearing Date 


HE Federal Power Commission will hold 

a public hearing on August 26th at Wash- 
ington, D. C., on a complaint filed with the 
commission by H. Jerome Jaspan of Phila- 
delphia, charging the Philadelphia Electric 
Company with violation of §205(b) of the 
Federal Power Act. Pennsylvania and Dela- 
ware authorities have been invited to co- 
Operate in the proceeding. 

Mr. Jaspan, a member of the Pennsylvania 
senate, has alleged that the rate for electric 
energy charged the Delaware Power and Light 
Company by the Philadelphia Electric Com- 
pany, both subsidiaries of the United Gas Im- 
provement Company, “is not only unduly 
preferential and, therefore, in violation of 
§205(b) of the Federal Power Act, but is con- 
fiscatory of the property of Philadelphia Elec- 
tric Company.” Denial of this and other 
charges by Mr. Jaspan has been made by the 
Philadelphia Electric Company in an answer 
to the complaint. All interested parties will be 
afforded an opportunity to be heard at the 
hearing. 


Commission Imposes Temporary 
Cuts 


HE state public utility commission on July 

27th issued its third order imposing 
temporary rates, this time on the Duquesne 
Light Company, of Pittsburgh. The temporary 
schedule means reduction by September Ist of 
about $1,250,000 in the company’s gross 
revenues, 

It was said to be the largest single reduction 
ordered by the new commission and the most 
substantial ever ordered by any Pennsylvania 
regulatory body. The company serves 327,203 
customers in Allegheny, Beaver, and West- 
moreland counties, of which 293,251 are 
domestic consumers. The company’s gross 
sree for 1936 was reported to be $27,784,- 


This case was the first investigation started 
by the commission under the 1937 utility law. 
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Temporary rates are authorized in §310 of the 
new law, to remove a condition whereby 
utility companies, it was said, formerly staved 
off reductions by lengthy and complicated 
maneuverings in the courts. Now, if the com- 
mission so decides, a temporary slash can be 
put into effect to stand until a rate investiga- 
tion is finished. 

Acting on that basis, the commission also 
has imposed temporary schedules on the Solar 
Electric Company, of Brookville, Jefferson 
county, and on the Edison Light & Power Com- 
pany of York. The order against the Solar 
Company, imposed July 7th, amounted to a 
reduction of 10 per cent of the gross revenues, 
or about 40 per cent of the net revenues. The 
case was pending before the old state public 
service commission for eight years. 

On July 21st, the commission acted against 
the York Edison Company, whose rates also 
were in dispute for several years. The tem- 
porary reduction in that case meant a 30 per 
cent slash in electric bills for 28,651 consumers. 
The company subsequentlyfiled a petition in 
Federal court asking for an injunction to pre- 
vent the commission from enforcing its order. 
The company claimed the ordered reduction 
was burdensome and confiscatory. 

In addition, the commission recently started 
two more investigations, both to include con- 
sideration of the temporary rate provision. 
The companies are the Metropolitan Edison, 
of Reading, and the West Penn Power Com- 
pany of Pittsburgh, fourth largest company 
in the state. 


Indicate Intention to Serve 


= codperatives have indicated their in- 
tention of providing electric service in 
eleven counties under the 1937 legislature’s 
rural electrification act, the state public utility 
commission announced on July 29th 

Under the act the codperatives may “freeze” 
the territory in which they intend to operate, 
and no private company may compete if serv- 
ice is started within six months. Any three 
residents of a rural district may form a co- 
Operative to build an electric plant or buy 
power from an established utility. Codpera- 
tives are not subject to public utility commis- 
sion regulation, but must obtain charters from 
the state department. They must pay a $10 
annual fee to the revenue department for each 
100 members, but otherwise are exempt from 
taxation. 

Rates of the codperatives must not exceed 
the requirements for operating expenses, prin- 
cipal and interest on ciliguieth, and reserves 
for improvements. 

Elected officers and directors will govern the 
coéperatives. The newly organized codpera- 
tives and the territory they intend to serve 
are : Claverack Coéperative Association, thirty 
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townships in Bradford county and eleven 
townships in Susquehanna; Tri-County Rural 
Electric Codperative Association, ten town- 
ships in northwestern Bradford, nineteen 
townships in Tioga, and fifteen townships in 
Potter; Central Pennsylvania Rural Electric 
Cooperative Association, portions of Venango, 
Clarion, Armstrong, and Butler; Sullivan 
County Rural Electric Codperative Associa- 
tion, six townships in Sullivan and three in 
Lycoming; Southwest Central Rural Electric 
Codperative Association, portions of Indiana 
county. 

The Northwestern Rural Electric Codpera- 
tive Association, Crawford county, was under 
construction before the new public utility law 
was effective and did not report to the com- 
mission. It is the only association operating 
at present. 


Extends Refund Date 


T= state public utility commission has 
extended from August Ist to October Ist 
the effective date of its order for return of de- 


posits and interest to customers of Pennsyl- 
vania gas, electric, water, steam heat, and tele- 
phone companies. The order, issued under 
authority of the néw utility regulatory law, 
affects customers who have paid ‘ ‘undisputed” 
bills for twelve consecutive months beginning 
at any time within the year preceding June Ist. 

Extension of the refunding deadline was 
ordered to “give the utilities’ and the commis- 
sion’s technical staffs more time within which 
to work out the necessary tariff changes.” 

Funds to be returned include those classified 
variously as deposits, ready-to-serve charges, 
minimum payments, and advance payments. 
Enforcement of the order will result in return 
of “several million dollars” to consumers, ac- 
cording to the state commission whose records 
show 457 utility companies now charge de- 
posits averaging $5, drawing 4 per cent interest. 

Deposits collected by utilities on applications 
for service filed prior to June Ist will draw 6 
per cent interest, under the order, and will be 
refunded to the customers after they pay un- 
disputed utility bills for twelve consecutive 
months. 


Tennessee 


Sets Election Date 


Te Gallatin city council last month an- 
nounced that citizens of Gallatin would 
vote August 24th on a special referendum to 
determine whether the city shall float a $150,- 
000 bond issue and obtain a public power sys- 
tem. The serial bonds would be due in ten 
years. 

Oscar Russell, member of the city council, 
said TVA power would be used in the publicly 
owned plant. A public power system, he said, 
likely would compete with the Kentucky-Ten- 
nessee Light and Power Company which now 
sells power exclusively in Gallatin. 


A report by James L. Goodrich, engineer of 
the Allen Engineering firm, named to make a 
survey, indicated that the proposed bond issue 
could be retired within ten years from the 
plant operation. 


Grants Power Loan 


HE Federal Rural Electrification Admin- 

istration recently announced a loan of 
$78,000 to the Tri-County Electric Member- 
ship Corporation of Lafayette to construct 75 
miles of transmission line in Macon, Sumner, 
and Trousdale counties, Tennessee, and Allen 
county, Kentucky, to serve 512 farms. 


West Virginia 


Orders Optional Electric Rate 


ye state public service commission re- 
cently ordered the Virginia Public Ser- 
vice Company to file an optional rate for 
domestic electric service estimated to save con- 
sumers in Greenbrier, Summers, and Monroe 
counties approximately $14,000 a year. 

The commission pointed out that the new 
rate will eliminate one of the last systems of 
2-meter collections in West Virginia. Pre- 
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viously consumption was estimated through 
separate meters for cooking and lights. 

The new rate will have the effect of reduc- 
ing bills of all customers using more than 40 
kilowatt hours per month if they desire to 
take advantage of the rate which is not man- 
datory. 

Among the municipalities served by the 
company are Hinton, Alderson, White Sul- 
phur Springs, Ronceverte, Lewisburg, Union, 
Caldwell, Bellepoint, and Talcott. 








The Latest Utility Rulings 





State Commission Held to Have Power to Investigate Records 
of Affiliated Wholesale Company 


Eb Illinois Commerce Commission, 
in connection with a rate investiga- 
tion directed against the Chicago District 
Pipeline Company, ordered the Natural 
Gas Pipeline Company of America to 
furnish a report as to property invest- 
ments and a statement of income and ex- 
penses in connection with supplying gas 
to the Chicago Company. A Federal court 
of three judges has refused an inter- 
locutory injunction to restrain enforce- 
ment of the commission order. 

The court found that the Natural Gas 
Pipeline Company of America was en- 
gaged in the sale, transportation, and de- 
livery of natural gas from Oklahoma to 
distributors and consumers of natural gas 
in various states including Illinois. A con- 
tract for sale of such gas had been exe- 
cuted by that pipe-line company and the 
Chicago District Pipeline Company, 


e 


which is engaged in intrastate commerce 
as a public utility in selling, transporting, 
and delivering gas in Illinois. By reason 
of stock ownership and interlocking 
directorates it was found that the com- 
panies were affiliates. 

The Illinois statute gives the commis- 
sion jurisdiction over affiliated interests 
having transactions with public utilities 
under the jurisdiction of the commission 
to the extent of access to accounts and 
records of such affiliated interests appli- 
cable to such transactions. 

The court held that an injunction 
should be denied since there had been no 
showing that any constitutional right 
was denied by the action of the commis- 
sion and the commission had power to in- 
vestigate such transactions. Natural Gas 
Pipeline Co. of America v. Slattery et al. 
(In Equity No, 15562). 


Rates Based on Original Cost Theory Held Not 
to Be Confiscatory 


:’: order of the Oklahoma commis- 
sion reducing rates of the South- 
western Bell Telephone Company in 
Tulsa has been sustained by the state 
supreme court. The court held that the, 
order must be regarded as prima facie 
just, reasonable, and correct and that the 
burden of rebutting this presumption lay 
upon the telephone company. Moreover, 
the court ruled that where a public utility 
company seeks to set aside a rate order 
upon the ground of confiscation, it has 
the burden of establishing the alleged 
confiscation with clarity and definiteness 
befitting the cause. 

The court discussed the various factors 
involved such as accrued depreciation, 
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working capital, going value, and meas- 
ures of value for rate making. It was 
concluded that in establishing present fair 
value no precise formula is more accept- 
able than any other formula designed to 
ascertain the figures sought and that a 
present fair value arrived at by taking 
into consideration the original cost less 
depreciation plus allowance for working 
capital was acceptable when the results 
obtained thereby were sustained by the 
evidence. 

The commission calculated that the 
rates established would produce a return 
of 6 per cent, which all agreed was rea- 
sonable and proper. The company in- 
sisted that upon the same figures the re- 
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turn would be 5.5 per cent. Concerning 
these claims the court made this state- 
ment: 


Since the company’s business for the first 
few months of 1934 showed a decided up- 
ward trend, and this court takes judicial 
notice that business has increased along all 
lines since, we are forced to say that the 
company has not sustained the burden upon 


it in this instance to show confiscation. One- 
half of one per cent in our opinion, allowing 
the variety of theories involved, is too close 
a margin to support a charge of ‘confiscation, 
Since a rate is an intelligent estimate, or 
prediction of what the future will be, we 
think that is close enough. 


Southwestern Bell Telephone Co. v, 
State et al. (No. 26340). 


e 


Inadequate Earnings As Affecting Approval of 


Securities in Reorganization 


yer of a plan of reorganization 
including the issuance of new 
securities was granted by the Wisconsin 
commission although the commission was 
not satisfied that the earning ability 
shown by the company was sufficient to 
support a finding that there would be 
“reasonable protection” to preferred 
stockholders and “consistency with the 
public interest.” Other facts, in the 
opinion of the commission, warranted 
consideration in reaching a final de- 
termination. The commission said: 


Among these facts are, first, the Federal 
court has made its findings and decision, and 
second, it is the plan of the management to 
develop new business as rapidly as possible. 
The former bondholders now know, from 
the court decision, that they cannot expect 


anything better than this preferred stock in 
exchange for their bonds and that if a de- 
fault in dividends occurs, they can control 
the destinies of the corporation through their 
voting privileges. These security holders 
are not in the position of innocent investors 
relying upon a finding by this commission 
of “reasonable protection” in order to select 
their investments; and it is reasonable to 
expect that the development of new business 
will improve the earnings of the company. 
In view of these conditions, the commission 
is not disposed to withhold its approval for 
want of a more affirmative showing of “rea- 
sonable protection.” The commission will, 
therefore, make the necessary statutory 
findings, in the certificate of authority in 
this case, and authorize the issuance of the 
securities, contemplated in the plan of re- 
organization which was approved by the 
Federal court. 


Re Merrill Gas Co. (2-SB-80). 


Rates for Electric Street Lighting 


ee Wisconsin commission, in revis- 
ing rates for street lighting service 
of an electric plant operated by a village, 
concluded that the form of rate to be 
prescribed should be a two-part rate con- 
sisting of (1) an investment charge in- 
cluding lamp renewals and (2) an energy 
charge. This was because of the relative 
importance of fixed costs in this class of 
service. 

The commission considered the present 
rate schedule unbalanced because the rate 
for ornamental lamps contained a charge 
for lamps in all night service which was 
twice as high as for lamps which burn 
until 10 P. M., despite the fact that the 
investment per lamp was the same in each 


case. It was pointed out that the lamps 
were of the same size, the only difference 
being in the burning schedule. The com- 
mission continued : 


In determining the cost of rendering serv- 
ice to lamps of this size the commission 
has found that, as a general rule, the largest 
single element in the cost consists of fixed 
charges on the utility investment. The cost 
of lamp renewals and energy are a further 
consideration, but they do not increase in 
direct proportion to the size of the lamp. 


Inasmuch as street lighting service 
contemplates a relatively long-hour use 
and a considerable share of the kilowatt 
hours consumed is taken at a time when 
the utility’s load requirements are at a 
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minimum, the commission believed that 
this service was entitled to a relatively 


2 


low rate for energy. Re Village of Mon- 
ticello (2-U-861). 


Distance from Source of Supply As Affecting Gas Rates 


tie Wisconsin commission investi- 
gated a complaint by a village 
against an unfavorable rate differential 
as compared with a city in which a gas 
generating plant was located. In view of 
an agreement to reduce rates the commis- 
sion did not find it necessary to adopt any 
one of the theories of allocation proposed 
for the purposes of the case, but the com- 
mission thought it appropriate to point 
out some of the results of a logical appli- 
cation of the theory that distance from 
source of supply is a prime factor in de- 
termining rates for an individual com- 
munity. The commission said: 


If this principle were strictly applied in 
designing rates, the benefits of utility service 
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might be denied small communities because 
the rates therein would be higher than people 
could afford to pay. In our opinion utility 
service should be extended over as wide an 
area as is economically and physically feasi- 
ble in order to bring the advantages of utility 
service to as large a proportion of the people 
of the state as possible, and to reduce the 
average costs of serving all users as much 
as possible, This necessarily involves a cer- 
tain amount of averaging of the costs of 
service, also utility service would tend to be 
confined only to the largest, most favorably 
situated communities. The legislature has in 
effect sanctioned this policy in authorizing 
the commission to group communities for 
rate-making purposes. 


Village of Kohler v. Wisconsin Public 
Service Corporation (2-U-1016, 2-U- 
1076). 


Use of Exchange Telephone Facilities for Toll Service 


P.U.R. 1933A, 38. In both of those cases 
it was said the court had held that a sep- 
aration of properties and expenses as be- 
tween exchange and toll should be made, 
or exchange service compensated, on 
what is termed a “station-to-station” 


HE Minnesota commission in fixing 

local telephone rates disapproved as 
contrary to law an allocation and ap- 
portionment of exchange facilities and 
expenses predicated on the theory that no 
part of the investment or expenses at- 
taching to the facilities situated on and 
between subscribers’ premises and the 
exchange switchboard should be allo- 
cated or assigned to toll service. The 
commission said that such theory and 
methods were contrary to law as inter- 
preted by the Federal courts in Smith v. 
Illinois Bell Teleph. Co. (1930) 282 
U.S. 133, 75 L. ed. 255, P.U.R. 1931A, 
1,51 S. Ct. 65, and in the Tri-State Tele- 
phone and Telegraph Company case, 


= 


basis instead of a “board to board” 
basis. 

In order to compensate exchange for 
toll use of exchange facilities situated 


on and between the subscriber premises 


and the central office switchboard, 2.5 


cents per original toll call was allowed. 

The commission established rates 
calculated to return 5.7 per cent on the 
fair value of the property. Re Northwest- 
ern Bell Telephone Co. (M-2359). 


Invasion of Territory through Reconstruction 
of Abandoned Line 


COMPLAINT against invasion of 
territory by a telephone line was 


253 


sustained by the Minnesota commission 
although the invader has previously 
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operated in the territory. Reconstruction 
of an abandoned line without commission 
authorization was held to violate the 
statutes. 

About twenty-five years ago a tele- 
phone line had been constructed in the 
disputed territory. About six or seven 
years ago, through age and other 
casualties, this line fell into disuse and 
the territory was left without telephone 
service. Then, with commission authori- 
zation, another telephone company ex- 
tended its line into the township and fur- 
nished service. Recently owners of the 


e 


Other Important Rulings 


HE Colorado commission held that 
where the holder of a certificate of 
convenience and necessity for common 
carrier operation and of a private permit 
for private carrier operation interchange 
freight, such interchange results in 
changing his status under his private per- 
mit operation to that of a common car- 
rier, and that carriage between points 
covered by the common carrier authority 
and points covered by the private carrier 
authority is illegal. Rio Grande Motor 
Way, Inc. v. U. S. Read (Case No. 1608, 
Decision No. 10211). 


The California commission, in denying 
authority to operate vessels, pointed out 
that the fact that facilities and service 
afforded by present vessel operators may 
be unsatisfactory to a particular shipper 
or that rates of rail carriers are deemed 
excessive is not sufficient in itself to war- 
rant the certification of a new carrier, but 
that it must appear that there is a need 
for additional service and that the ap- 
plicant is in a position to fill this need. 
Re P. L. Transportation Co. (Decision 
No. 29833, Application No. 20200). 


The Colorado commission denied au- 
thority to transfer a certificate of con- 
venience and necessity for the operation 


earlier line reconstructed their facilities 
and reéstablished connections. 

The commission was of the opinion 
that the reconstruction of this line was 
in violation of a statute which prohibited 
construction or installation of telephone 
facilities where there was in operation 
another telephone company furnishing 
such service without first securing from 
the commission a declaration, after pub- 
lic hearing, that public convenience re- 
quired such proposed telephone lines or 
equipment. Trans-Siberian Telephone 
Co. v. Taus Line (M-2358). 


of common carrier motor vehicle service 
where the transferee held a private per- 
mit and operated in part in the territory 
covered by the certificate, the commission 
holding that such transfer would not be 
consistent with the general rule that a 
motor carrier for hire may not at the 
same time be engaged in business as a 
common carrier and as a private carrier 
over the same route, using the same 
equipment and the same trade name. Re 
Pollock (Application No. 1875-A, De- 
cision No. 10055). 


The Pennsylvania commission, in 
denying authority to operate a taxicab 
service not limited as to stand in a city, 
declared that in considering such a ques- 
tion in the absence of any evidence of 
public necessity for the service the com- 
mission must give consideration to exist- 
ing facilities and where there is no evi- 
dence indicating that these facilities are 
inadequate or unsatisfactory in any re- 
spect, it cannot find that there is a need 
for the proposed service. The fact that 
the applicant had been engaged in a 
similar business which was later discon- 
tinued could not be accepted as proof that 
the demand which supported his business 
at that time still existed. Re Goldstein 
(Application Docket 22135, Folder 3). 


Note.— The cases above referred to, where decided by courts or regulatory commissions, 


will be published in full or abstracted in 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Tri County Electric Company 


[D.P.U. 5352-5354.] 


Security issues, § 17 — Jurisdiction of Commission — Par value of stock. 


1. Control over the par value of stock of an electric company is vested in 
the Department under General Laws (Ter. Ed.), Chap. 164, § 6(e), which 
provides that the par value shall be $100, $50, or $25 as the Department 
shall authorize, p. 115. 


Security issues, § 39 — Necessity of Commission authorization. 
2. No amount of stock and no amount of notes payable beyond one year 
can be legally issued by an electric corporation without the authority of the 
Department, p. 115. 


Mortgages, § 2 — Foreclosure — Property transfer — Approval by general 
court — Effect of Commission action. 

3. No action by the Department, in a proceeding to obtain authority to 
issue a mortgage note to the United States of America, can make unnec- 
essary the requirement that in the event of a foreclosure for breach of 
the condition of the mortgage, the United States might require the author- 
ity of the general court under § 21 of Chap. 164, General Laws (Ter. Ed.) 
before taking over the business and assets of the corporation covered by 
the terms of the mortgage, p. 115. 

Security issues, § 99 — Disproportion of indebtedness to paid-in capital. 
4. The meager capital of $25,000 proposed to be issued by an electric cor- 
poration intending to operate an electric system extending approximately 232 
miles in aggregate length falls short of the necessities of the situation where 
it is proposed to issue a mortgage note in the sum of $255,000 to the United 


States of America to obtain the additional funds required for the project, 
p. 116. 


Security issues, § 21 — Duties of Commission — Rural electrification project. 
5. The Department, although not unsympathetic and noncooperative with 
any program to assist rural communities and the farmer by securing for 
them modern conveniences of electricity, cannot shut its eyes to facts and 
seek to please and be unmindful of its duty to safeguard the public interest 
in general ; the investor has a right to look to official and experienced action 
of the Department, in a proceeding to authorize security issues for the 
project, as some assurance of financial safety of his investment, p. 116. 

Security issues, § 87 — Amount of liabilities — Public interest. 

6. The public to be served by an electric corporation has an interest in the 
determination by the Department of the amount necessary to be added to 
the liabilities of the company, whether by stock, bond, or note, as the 
amount may influence the rate base, p. 116. 
Monopoly and competition, § 48 — Remedy for service deficiency — Application 
to Commission. 
7. Statutory provisions for petition to the Commission to obtain electric 
[8] 113 19 P.U.R.(N.S.) 
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service from existing companies are applicable in a case where a new cor- 
poration asks approval of security issues and of the right to engage in 
electric business in towns where companies are at present lawfully engaged 
in the business; new customers can be served by tke operating companies 
in this territory upon terms that are determined by the Department to be 
legal and reasonable, p. 116. 


Monopoly and competition, § 101 — Notice and hearing — Constitutional sig- 
nificance. 

8. The requirements of notice and a public hearing, fairly conducted, pur- 
suant to statutory provisions regulating competition in towns being served 
with electricity have constitutional significance where property rights are 
affected, p. 116. 

Monopoly and competition, § 54 — Public policy. 
9. The public policy developed in the commonwealth respecting the fur- 
nishing of artificial light by private capital is that it is best suited for the 
public for such to be a regulated monopoly rather than to be left to the 
mercy of open competition, as state regulation guards against abuses of 
monopoly, and experience has shown that competition in the electric field 
tends to increase the cost of supplying service to the public and perhaps 
cause other serious inconveniences, p. 120. 


Certificates of convenience and necessity, § 73 — Authority to begin business — 
Paying in of part of capital stock. 

10. No omnibus power to authorize the beginning of business of a public 
service corporation in advance of any capital being paid in appears to be 
a reasonable exercise of the authority of the Department under a statute 
vesting the Department with authority to permit a corporation to begin 
business upon the payment of “such part thereof (of its authorized cap- 
ital) as may be approved by the Department” as the statute clearly intends 
actual payment of at least part of the capital, p. 121. 


Security issues, § 44 — Grounds for disapproval — Inadequacy of capital — 
Burdensome mortgage obligations. 

11. An electric corporation should be denied authority to issue capital stock 
in the amount of $25,000 and to issue a mortgage note in the sum of $255,- 
000 to the United States of America, in order to construct an electric 
system in territory served by existing companies, where definite plans are 
lacking although it is proposed that disbursements shall be under the con- 
trol and supervision of the Federal Rural Electrification Administration, 
the proposed capital is inadequate to operate the business in conformity 
with the standards of effectiveness required by the regulatory laws, and the 
proposed note and mortgage arrangement is improvident and unwarranted 
by any rational calculation based upon prevailing conditions in comparable 
communities or elsewhere in the commonwealth as to anticipated revenues 
and costs of operation, p. 121. 


Security issues, § 38 — Unauthorized stock — Invalidity. 
Statement of ruling that capital stock issued without authority of the Mas- 
sachusetts Department is void, that the money paid in by the subscribers 
for the certificates issued is paid without consideration, and that the money 
does not constitute assets of the corporation which can be used by it in its 
business or be subject to taxation, p. 116. 
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Rural Electrification Administration — Restriction by definition of “rural area.” 
Discussion by the Massachusetts Department of Public Utilities concern- 
ing the validity of a loan by the Federal Rural Electrification Commission 
in view of a restriction in the Federal act by definition of “rural area” 
whereas Massachusetts has no incorporated villages, p. 121. 


[June 23, 1937.] 


P 


ETITIONS by an electric company for approval of par value 
of capital stock, for authority to issue capital stock and to 


issue a mortgage note, and for authority to begin business; 
par value of stock approved and other petitions denied. 


By the DEPARTMENT: There are 
three petitions of the Tri County Elec- 
tric Company before the Department: 
D.P.U. 5352, for the approval of the 
par value of $25 per share of the cap- 
ital stock of the company; D.P.U. 
5353, for authority to issue capital 
stock of the company in the amount 
of $25,000, also the issuance of a 
mortgage note in the sum of $255,000 
secured by a mortgage of its assets; 
D.P.U. 5354, a petition for authority 
to begin business as provided in § 20 
of Chap. 164 of the General Laws 
(Ter. Ed.). 


[1] So far as petition D.P.U. 5352 
is concerned the control over the par 
value of stock of a gas and electric 
company is vested in the Department 
under General Laws (Ter. Ed.), 
Chap. 164, § 6 (e), which provides 
that the par value shall be $100, $50, 
or $25 as the Department shall author- 
ize. No good reason suggests itself 
for withholding authority as to that 
part of the petitioner’s case. More- 


¥ 


over, it may appear desirable to limit 
the unit of stockholder’s risk to the 
lower figure. 


[2,3] The second petition, D.P.U. 
5353, relates to the issue of capital 
stock of the company in the amount 
of $25,000, and also to the issue of an 
evidence of indebtedness in the form 
of a mortgage note secured by a mort- 
gage on the assets of the company to 
the United States of America in the 
sum of $255,000, payable over a pe- 
riod of twenty years after the date 
thereof.’ The statutory provisions 
relating thereto may be found in §§ 13 
and 14 of said Chap. 164. The re- 
quirements of Chap. 164 and particu- 
larly these two sections were intend- 
ed to be fundamental and jurisdic- 
tional and not merely directory, “un- 
derlying the entire statutory author- 
ity” of a gas or electric corporation 
to issue stock and such indebtedness 
maturing beyond the fixed period of 
one year from date thereof. (See 
amending Stats. 1935, Chap. 222.) 





_1Under the terms of the loan, as stated 
in construction loan contract, interest is 
due and payable semi-annually on the princi- 
pal amount remaining unpaid at the rate of 
277 per cent per annum, and—“Commencing 
with a date twenty-four months after the 
date of the note there shall become due 
on each semi-annual-interest payment date a 
payment on account of principal in an amount 
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which, together with the payment of interest 
due on such date, shall equal $34.72363—per 
one thousand dollars of the principal amount 
of the note remaining unpaid twenty-four 
months after its date. Twenty years after 
its date the principal amount of the note 
remaining unpaid, if any, shall become due 
and payable.” 
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Without the authority of the Depart- 
ment, no amount of stock and no 
amount of notes payable beyond one 
year can be legally issued. Attorney 
General v. Massachusetts Pipe Line 
Gas Co. (1901) 179 Mass. 15, 20, 21, 
60 N. E. 389. Under this case it was 
held that capital stock issued contrary 
to the terms of the statute was void, 
that the money paid in by the subscrib- 
ers for the certificates issued was paid 
without consideration and the money 
was not assets of the corporation 
which could be used by it in its busi- 
ness nor was such money so obtained 
subject to taxation. According to 
§ 13, if the indebtedness in question 
was represented by a bond instead of a 
note, the amount of the bond may not 
exceed the paid-in capital, which sec- 
tion, if applicable to the present case, 
would dispose of that part of the pe- 
tition referring to the mortgage note 
adversely to the petitioner. But in 
answer to requests made by the De- 
partment to the attorney general of 
the commonwealth, we have received 
the legal opinion that the mortgage 
note therefor does not come under the 
classification of bond in § 13 and that 
the discretionary authority vested in 
the Department under § 14 controls 
the issue of said indebtedness. See 
also, Merchants’ National Bank v. 
Citizens’ Gas Light Co. (1893) 159 
Mass. 505, 506, 34 N. E. 1083. 
Under § 13 the Department was 
required to pass upon the rate of in- 
terest of the bond. There is no objec- 
tion to the rate of interest to be paid 
by the petitioner. Said § 13, in ex- 
press language, permits the security 
of the payment of the principal and 
interest of a bond secured by mortgage 
of the franchise and property of the 
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company issuing the bond, and the 
acquisition under the terms of the 
mortgage of the,same rights owned or 
acquired by the mortgagor. No ref- 
erence to a mortgage is found in § 14, 
and the absence of such reference may 
raise doubt whether the authority of 
the Department under § 14 can ex- 
tend beyond the issue of the note. 
Moreover, § 21 of the same chapter 
provides that a corporation subject to 
Chap. 164 shall not, except as other- 
wise expressly provided, transfer its 
franchise, lease its works, or contract 
with any person or association or cor-. 
poration to carry on its works, with- 
out the authority of the general court, 
Weld v. Gas & E. L. Comrs. (1908) 
197 Mass. 556, 558, 84 N. E. 101. At- 
torney General ex rel. Corp. Comr. v. 
Haverhill Gas Light Co. (1913) 215 
Mass. 394, 101 N. E. 1061, Ann. Cas. 
1914C, 1266, decides that this restric- 
tion is constitutional. This situation 
suggests, since we are dealing with 
the funds of the national government, 
that it should be known that, in the 
event of a foreclosure for breach of 
the conditions thereof, the United 
States of America might require the 
authority of the general court before 
taking over the business and assets of 
the petitioner covered by the terms of 
the mortgage. No action by the De- 
partment, in our opinion, can make 
this requirement unnecessary. 

[4-8] The next question that pre- 
sents itself is whether under the fair 
interpretation of the legislative pol- 
icy, evident by study of the statute, 
the considerable disproportion of the 
proposed indebtedness ($255,000) to 
paid-in capital ($25,000)—a ratio of 
ten to one—requires adverse action 
upon that part of the petition D.P.U. 
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5353 relating to the indebtedness to 
be secured by mortgage. 
Undoubtedly, the limitation in § 13, 
that the amount of the bond shall not 
exceed amount of paid-in capital, was 
inserted as a precautionary measure 
against inflation and in the interest 
of investors in such public service cor- 
porations as well as the public gener- 
ally. The capital of $25,000, pro- 
posed to be raised here, is claimed to 
be sufficient to maintain and service 
an electric system extending approxi- 
mately 232 miles in aggregate length. 
The system apparently consists of 
twelve separated and disconnected dis- 
tribution lines. Maintenance of an 
electric service in this commonwealth 
is required by regulatory standards to 
assure continuous adequate service. 
Public safety is also concerned in the 
requirements of sufficient mainte- 
nance. The meager capital of $25,- 


000, in our opinion, appears to fall 
far short of the necessities of the sit- 


uation. If the policy of prudence and 
conservatism set up by § 13, that the 
paid-in capital shall, at least, equal the 
amount of a bond, that standard would 
have to be wholly ignored in author- 
izing the capital of $25,000. It is dif- 
ficult to perceive in principle or in ef- 
fect any solid difference between a 
“bond,” as that term is used in § 13, 
and a permanent indebtedness secured 
by a mortgage of all the assets of a 
corporation and payable with interest 
over a long period, and requiring sub- 
stantial payments on account of prin- 
cipal from time to time. A substan- 
tial part of the funds here to be raised 
as capital must, of necessity, be con- 
sumed in commissions, salaries, rent, 
legal expenses, and other overheads 
and continue during the interval be- 
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fore actual operating revenue in any 
considerable amount begins to be re- 
ceived. Working capital is also re- 
quired for many purposes. Electric- 
ity purchased must be paid for before 
bills can be collected. In the conduct 
of business enterprises particularly of 
this kind, where the assets to a large 
extent represent personal property of 
a depreciable character exposed to 
damage and wear and tear from the 
elements in mountainous areas not 
easy of access, it is unusual that a rea- 
sonable reserve for emergencies, un- 
avoidable accidents, and unexpected 
happenings is not set aside and avail- 
able. No thought of reserve seems to 
enter the mind of those back of the 
petition. Should emergencies arise, 
from what source may additional cap- 
ital be secured? Surely a company 
mortgaged to the limit may be expect- 
ed to encounter difficulties in borrow- 
ing money from banking sources, and, 
if at all, only at a high rate of interest, 
or may find it necessary to apply to 
its stockholders for additional funds. 
But what is more disturbing is the 
element of extreme vagueness end un- 
certainty that surrounds estimates of 
anticipated revenue and costs of oper- 
ation of the new company. The finan- 
cial ability of customers to pay high 
electric rates if necessary, to advance 
additional capital, or to make further 
sacrifice is not known. These unas- 
certained or unknown facts, together 
with the apparent lack of experienced 
management, leads to the belief that 
future financial success is to be left 
largely in the lap of favorable chance. 
It is not to be overlooked that the 
mortgage note implies a definite liabil- 
ity, every dollar of which is expected 
to be repaid, and it also should be not- 
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ed that it is provided in § 4 of the 
Rural Electrification Act that “Loans 
shall not be made unless the 
administrator finds and certifies that 
in his judgment the security therefor 
is reasonably adequate and such loan 
will be repaid within the time agreed.” 
We do not wish it to be construed 
that we are unsympathetic and not 
cooperative with any program to as- 
sist rural communities and the farmer 
by securing for them modern con- 
veniences of electricity. But the De- 
partment cannot shut its eyes to facts 
and seek to please and be unmindful 
of its duty to safeguard the public in- 
terest in general. The investor here 
who is the prospective customer of the 
new company has a right to look to 
official and experienced action of the 
Department as some assurance of fi- 
nancial safety of his investment. His 
money investment includes the cost of 
house wiring and appliances, and his 
ability to pay rates for electricity high- 
er than other sections because of the 
lack of customer density may seri- 
ously limit and measure the future de- 
mand on the company for many years 
to come. The customer density in this 
territory is judged to be between two 
and three customers to the mile, which 
is unusually low for Massachusetts. 
Such conditions require an exception- 
ally high investment cost per customer. 
Ordinarily, when application is 
made under § 14 to the Department 
for authority to issue new stock, 
bonds, coupon notes, or other evi- 
dences of indebtedness by a gas or 
electric company, it deals with a go- 
ing concern actually in operation, pos- 
sessed of visible structures, equipment, 
and apparatus, capable of inventory 
and appraisal by its engineering divi- 
19 P.U.R.(N.S.) 


sion and accounting division. Even 
where future construction is involved, 
plans and contracts and their connec- 
tion with existing plants furnish data 
for the determination of construction 
costs. Thus, adequate data and ex- 
pert information are accessible to the 
Department in the determination of 
what “amount” of stock or bonds, 
coupon notes, or other evidences of 
indebtedness is,—and to follow the 
exact language of the statute,—“rea- 
sonably necessary for the purpose for 
which such issue of stock, bonds, cou- 
pon notes, or other evidences of in- 
debtedness has been authorized.” The 
restriction upon corporate powers con- 
cerns “amount.” It is claimed by emi- 
nent authority that the Department is 
not called upon to review management 
judgment as to purpose, nor that the 
Department shall be the financial man- 
ager of the corporation. State P. U. C. 
ex rel. Springfield v. Springfield Gas 
& E. Co. (1919) 291 Ill. 209, 234, 
P.U.R.1920C, 640, 125 N. E. 891; 
Missouri ex rel. Southwestern Bell 
Teleph. Co. v. Public Service Com- 
mission, 262 U. S. 276, 67 L. ed. 981, 
P.U.R.1923C, 193, 43 S. Ct. 544, 31 
A.L.R. 807; Fall River Gas Works 
v. Gas & E. L. Comrs. (1913) 214 
Mass. 529, 102 N. E. 475. The stat- 
utory “brake” is applied to the amount 
necessary to be added to the liabilities 
of the company, whether by stock, 
bond, or note. Furthermore, the pub- 
lic to be served has an interest in 
such determination, in that such 
amount may influence the rate base. 
It appears from the evidence that in 
each of the towns indicated that the 
company proposes to do business that 
there is a company at present lawfully 
engaged in the manufacture or sale 
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of electricity with acquired rights to 
maintain poles, wires, fixtures, and 
apparatus over, under or across pub- 
lic ways, either by authority of spe- 
cial charter granted by the general 
court or with the consent of the alder- 
men or selectmen of each community, 
or of this Department on appeal. 
This is disclosed by the following 
schedule prepared from the evidence 
and records of the Department. 
[Table omitted. ] 

It should be noted here that the law 
expressly provides the manner in 
which new customers may come on 
the line of any electric company. 
These statutory provisions, § 92 of 
Chap. 164 of the General Laws (Ter- 
centenary Edition) naturally are ap- 
plicable in the present instance, and 
the statute reads as follows: 

“On written petition of any person, 
having a residence or place of busi- 
ness in a town where a corporation is 
engaged in the manufacture, trans- 
mission, or sale of gas or electricity, 
aggrieved by its refusal or neglect to 
supply him with gas or electricity, the 
department may, after notice to the 
corporation to appear at a time and 
place therein named to show cause 
why the prayer of such petition should 
not be granted, issue an order direct- 
ing and requiring it to supply the pe- 
titioner with gas or electricity, upon 
such terms and conditions as are le- 
gal and reasonable; provided, how- 
ever, that if such corporation is en- 
gaged in such town solely in the trans- 
mission of electricity or gas such or- 
der shall not be made where it appears 
that compliance therewith would re- 
sult in permanent financial loss to the 
corporation.” 

Accordingly, new customers can be 
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served by the operating companies in 
this territory upon terms that are de- 
termined by the Department to be le- 
gal and reasonable. 

Section 87 provides that where a 
person is engaged in the manufacture 
or sale of electricity, no other person 
shall lay, erect, maintain, or use over 
or under the streets, lanes, and high- 
ways of such town, any wires for the 
transmission of electricity with an 
exception not material to this case, 
without the consent of the aldermen 
or selectmen granted after notice to 
all parties interested and a public hear- 
ing. Section 86 contains a similar re- 
striction as to the gas business. A 
right of appeal to the Department is 
provided by § 88. The requirements 
of notice and a public hearing, fairly 
conducted, have constitutional signifi- 
cance where property rights are affect- 
ed, Interstate Commerce Commission 
v. Louisville & N. R. Co. (1913) 227 
U. S. 88, 93, 57 L. ed. 431, 33 S. Ct. 
185; United States v. Abilene & S. R. 
Co. (1924) 265 U. S. 274, 288, 68 L. 
ed. 1016, 44 S. Ct. 565. 

There is testimony from the rep- 
resentatives of the REA that the 
amount of mortgage will be disbursed 
under its control and supervision ; that 
the amount of construction costs have 
been or will be determined by bids 
submitted and scrutinized; that the 
money advanced under the mortgage 
is not to be paid outright to the corpo- 
ration, but is to be disbursed as the 
work proceeds satisfactorily to the 
REA; that there will be constant in- 
spection and control of the REA dur- 
ing process of construction, so that 
substantially dollar for dollar value 
in construction, engineering fees, and 
other incidental expenses may be ex- 
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pected to be received by the corpora- 
tion in exchange for its mortgage 
note. But the mortgage assumes that 
the entire territory requested will be 
opened to the petitioner, and appar- 
ently bids for construction have been 
submitted by the petitioner upon that 
assumption. Authorization by the 
Department should be explicit and de- 
terminate. Particularity of descrip- 
tion is peculiarly appropriate to or- 
ders of the Department since proper- 
ty rights may be established and lia- 
bilities and responsibilities created by 
such orders. The petitioner asks ap- 
proval carte blanche over an exten- 
sive territorial area of the common- 
wealth to follow its own wishes and 
desires as to the location of its busi- 
ness, regardless of the fact that other 
corporate entities may have established 
rights created by special charters of 
legislature and by law that cannot be 
legally disregarded. 

The agreement of association of the 
company only makes reference to the 
single town of Greenfield. So far as 
the evidence discloses, the company 
does not intend to confine an electric 
lighting business to that town but in 
as many as twenty-eight towns in the 
counties of Franklin, Hampshire, and 
Berkshire. Provisions of § 30, Chap. 
164, require authority of the Depart- 
ment before a company can carry on 
its business in any town in the com- 
monwealth other than the town named 
in its agreement of association or char- 
ter. This section also requires notice 
and a public hearing. Notice and a 
public hearing are important essen- 
tials attaching to constitutional rights 
for protection of property, and where 
specified in a statute are not to be dis- 
regarded. No specific petition under 
19 P.U.R.(N.S.) 


§ 30 has yet been presented to us and 
no authority of the Department to act 
under the provisions of said section 
may obtain until adequate notice has 
been given to parties interested and a 
public hearing had thereon. 

[9] It has been said by our courts 
upon a number of occasions that the 
policy has been developed in this com- 
monwealth respecting the furnishing 
of artificial light by private capital, 
that it is best suited for the public for 
such to be a regulated monopoly rath- 
er than to be left to the mercy of open 
competition. State regulation guards 
against abuses of monopoly. Expe- 
rience has shown that competition in 
the electric field tends to increase the 
cost of supplying service to the pub- 
lic and perhaps cause other serious in- 
conveniences. Weld v. Edison Electric 
Illum. Co. (1908) 197 Mass. 556, 
558, 559, 84 N. E. 101; Attorney Gen- 
eral v. Walworth Light & P. Co. 
(1893) 157 Mass. 86, 31 N. E. 482; 
Attorney General ex rel. Corp. Comr. 
v. Haverhill Gas Light Co. (1913) 
215 Mass. 394, 101 N. E. 1061, Ann. 
Cas. 1914C, 1266. In substance, the 
nature of the function of furnishing 
gas and electricity is a public service 
and is intrusted to private corpora- 
tions until the municipality sees fit to 
take its business over as part of its 
general governmental functions. The 
establishment of municipal lighting 
plants is governed by the terms and 
stipulations of §§ 34 to 69, inclusive, 
of Chap. 164. 

We do not believe that it is within 
our province to endeavor to ascertain 
from each town in advance what their 
inclinations are likely to be when for- 
merly requested to give their consent 
to the petitioner coming within their 
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borders. Such elected officials, an- 
swerable to their constituencies, act in 
a quasi judicial capacity in perform- 
ing this function, and in conformity 
to the rules of propriety should decide 
that question after, and not before, a 
public hearing is held and all inter- 
ested parties are afforded an oppor- 
tunity to be heard. Furthermore, lim- 
itations may be imposed upon munici- 
pal consent, and definite restricted 
areas may be set apart, and conditions 
may be attached to such consent that 
may call for substantial changes in 
the present plans of the petitioner both 
as to extent of lines and cost of equip- 
ment. 

[10] As to the petition D.P.U. 
5354, which is a petition for author- 
ity to begin business before the en- 
tire capital of the company is paid in, 
this petition is governed by § 20 of 
said Chap. 164. What has been al- 
ready said as to the other petitions ap- 
plies here. The discretionary power 
vested in the Department by this sec- 
tion is the authority to permit a cor- 
poration to begin business upon the 
payment of “such part thereof (of its 
authorized capital) as may be ap- 
proved by the Department.”’ Accord- 
ing to the evidence it does not appear 
that any substantial part of the capi- 
tal has been paid in, so that it is not 
possible to issue the certificate of fact 
required by the statute which clearly 
intends actual payment of at least part 
of the capital, and the manner in which 
the capital is paid in. The evidence 
seems to point to contributions of $5 
each from some prospective stock- 
holders. No omnibus power to au- 
thorize the beginning of business of 
a public service corporation in advance 
of any capital being paid in appears 
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to us to be a reasonable exercise of the 
authority of the Department under 
§ 20. We cannot, therefore, allow 
this petition as the evidence now 
stands. 

[11] What seems to be decisive of 
the rights of the petitioner to main- 
tain petition D.P.U. 5353 is our con- 
scientious belief, supported by the 
facts and supplemented by analyses 
made by our accounting and engineer- 
ing divisions, that the proposed capi- 
tal, when, as, and if, paid in, is de- 
cidedly inadequate to operate the elec- 
tric business as outlined in the evi- 
dence in conformity with the stand- 
ards of effectiveness required by our 
regulatory laws; that the proposed 
note and mortgage arrangement by 
which the company assumes burden- 
some obligations, is improvident, and 
unwarranted by any rational calcula- 
tion based upon prevailing conditions 
in comparable communities or else- 
where in the commonwealth as to an- 
ticipated revenues and costs of opera- 
tion. Both elements of the petition 
are, therefore, inter-related and in- 
separable and must be considered as 
part of a single plan. If the capital 
is insufficient, then it becomes inex- 
pedient to consider the mortgage in- 
debtedness. 

We do not believe it is necessary, 
in view of our expressed opinion 
herein, to pass upon the validity of 
the loan on the ground that REA is 
restricted by the definition of “rural 
area” contained in the act. The act 
defines “rural area” as “any area of 
the United States not included with- 
in the boundaries of any city, village, 
or borough having a population in ex- 
cess of 1,500 inhabitants, and such 
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term shall be deemed to include both 
farm and nonfarm population there- 
of.” There may be, therefore, some 
authority for deciding that the REA 
does not have the right to take part 
in this enterprise on the ground that 
Massachusetts has no incorporated 
villages. 

Accordingly, 

We grant the first petition, D.P.U. 
5352. 

The second petition, D.P.U. 5353, 
we dismiss without our authorization 
as the financial set-up, in our opinion, 


is not likely to bring about the con- 
tinued and adequate service of elec- 
tricity to residents of these various 
communities, a result desired by all. 
To approve an imaginative proposal 
under the conditions stated at the 
hearing, would naturally, we believe 
in the end, result in failure and great 
dissatisfaction to all concerned, be- 
sides probable financial loss to inno- 
cent persons. 

The third petition, D.P.U. 5354, is 
dismissed, for reasons heretofore ex- 
pressed. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New York State Electric & Gas 


Corporation 


[Case No. 8843.] 


Security issues, § 41 — Reclassification of stock — Absence of Commission con- 


sent — Nullity. 


1. An attempted reclassification of common stock of a gas utility corpora- 
tion so as to change a part of the stock from common to preferred is a 
nullity if Commission approval and consent for reclassification is not ob- 


tained, p. 124. 


Security issues, § 41 — Unauthorized reclassification — Resulting position of 


stockholders. 


2. The position of common stockholders prior to an unauthorized reclas- 
sification of stock, so as to make part of the stock preferred, remains un- 
changed because the reclassification is unauthorized and without validity, 


p. 124. 


Security issues, § 5 — Redemption of unauthorized stock — Legal effect. 
3. An attempted redemption of shares of so-called preferred stock is null, 
void, and of no legal effect when the preferred stock has been issued under 
a plan of reclassifying common stock without the approval and consent of 


the Commission, p. 124. 


Security issues, § 5 — Invalid attempts at redemption — Return of purported 


consideration. 


4. A corporation which has received miscellaneous assets belonging to a 
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gas utility corporation in an attempted redemption of shares of preferred 
stock which are void, because of the lack of Commission approval and con- 
sent for a reclassification of stock resulting in their issuance, should return 
the assets in kind or in cash as of the date of delivery, p. 124. 


Security issues, § 41 — Illegal consideration as basis — Restoration and cancella- 
tion. 


5. Notes and obligations issued and incurred by a gas utility corporation, 
in connection with unauthorized and void transactions relating to an at- 
tempted reclassification of stock and redemption of unauthorized preferred 
stock, are illegal in their nature and based on an illegal consideration and 
are null and void and have no effect, and the avails thereof remaining in 
the possession of the gas utility corporation, if any there be, should be 
returned to those from whom they were received, and the various notes 
and obligations of that corporation represented thereby should be delivered 
to said company and canceled, p. 124. 


[June 22, 1937.] 
| peiiee for consent to acquisition of outstanding capital 
stock of a gas utility corporation and for consent and 
approval of merger; petition denied and corporations ordered 
to place themselves in the same position as prior to an attempted 
reclassification of stock and redemption of preferred stock 
without Commission authorization. 


¥ 


APPEARANCES: Gay H. Brown, 


Counsel (by S. C. Ward, Assistant 
Counsel), for the Public Service Com- 
mission ; Walter J. Fitzpatrick, Direc- 
tor of Accounts, Public Service Com- 
mission; E. B. Naylon, New York 
city, Attorney for New York State 
Electric & Gas Corporation. 


BREWSTER, Commissioner: The 
Owego Gas Corporation is a New 
York corporation organized under 
the Transportation Corporations Law, 
and owns and operates a gas plant 
and distributes gas in the village of 
Owego to approximately 700 consum- 
ers. The New York State Electric & 
Gas Corporation owns and operates 
an electric distribution plant in the 
village of Owego and surrounding 
territory, serving about 3,200 consum- 
ers. Both plants are under the same 
management. 
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The petition sets forth that all of 
the outstanding capital stock of the 
Owego Gas Corporation is owned by 
the Empire Gas and Electric Com- 
pany (hereinafter referred to as the 
Empire Company), which company 
was recently merged with the New 
York State Electric & Gas Corpora- 
tion (hereinafter referred to as the 
N. Y. S. E. & G. Corp.). 

This proceeding is by the N. Y. S. 
E. & G. Corp. to acquire all of the 
capital stock of the Owego Gas Cor- 
poration, and to merge the latter with 
the former. The proceeding was be- 
gun prior to the merger of the Em- 
pire Company into the N. Y. S. E. & 
G. Corp. The proposal in the petition 
is that the N. Y. S. E. & G. Corp. pay 
to the Empire Company for the capi- 
tal stock of the Owego Gas Corpora- 
tion the sum of $61,892.32, that be- 
ing the amount of the investment of 
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the Empire Company in the stock. 
By the merger the N. Y. S. E. & G. 
Corp. is possessed of all of the stock 
formerly held by the Empire Company 
and the investment account of the 
Empire Company has been transferred 
to the investment account of the N. 
Y. S. E. & G. Corp. 

The Owego Gas Corporation is in- 
debted to the N. Y. S. E. & G. Corp. 
in the sum of approximately $74,600. 
This indebtedness arose out of the 
following transaction: 

[1-5] Prior to October 21, 1931, 
the capital stock of the Owego Gas 
Corporation consisted of 3,000 shares 
of common stock having a stated val- 
ue of $126,000. Of these shares 1,368 
were owned by the Empire Company 
and 1,632 shares by the Associated 
Electric Properties. On October 21, 


1931, a certificate of reclassification 
was filed leaving 1,368 shares as com- 


mon stock and 1,632 shares as pre- 
ferred stock, all of the common stock 
being retained by the Empire Com- 
pany. No application for approval 
by the Public Service Commission of 
this reclassificaton was made or con- 
sent obtained. On November 28, 
1931, the board of directors of the 
Owego Gas Corporation authorized 
the transfer of $42,200 as of October 
21, 1931, to stated capital. This in- 
creased the stated capital to $168,200. 
On December 31, 1931, the company 
filed a certificate of reduction of stated 
capital reducing the $168,200 to $5,- 
000. On December 31, 1931, the 
board authorized the redemption of 
the preferred stock at $110 per share, 
amounting to $179,520 plus accrued 
dividends of $2,856, a total of $182,- 
376. The company did not have suf- 
ficient cash to pay for the redemption, 
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and payment was made by the deliy- 
ery of some miscellaneous assets and 
by borrowing $132,000 on open ac- 
counts at 6 per cent interest. In 
March, 1932, the company issued its 
note for $130,000 to cover this in- 
debtedness unpaid and in May, 1932, 
issued a new note for $138,000 at 6 
per cent to cover the note of $130, 
000 plus additional items in the open 
account. February 3, 1933, the hold- 
ers of the note in the amount of 
$138,000 released the company from 
its obligation to the extent of $63,400, 
leaving a balance on the note of $74,- 
600. The amount canceled, namely, 
$63,400, was transferred as of Janu- 
ary 31, 1933, to stated capital, bring- 
ing the stated capital to its present 
status in the amount of $68,400 and 
leaving outstanding as a result of 
these transactions the note of $74,600 
held by the N. Y. S. E. & G. Corp. and 
approximately $30,000 of interest due 
on open account to N. Y. P. A. N. J. 
Utilities, Inc. If the merger is ap- 
proved, the $74,600 note obligation 
would be canceled and the N. Y. P. 
A. N. J. Utilities, Inc., has stipulated 
in the record by Mr. Fleck that it will 
cancel the interest obligation of ap- 
proximately $30,000 if and when the 
merger is approved. 

These transactions in high finance 
are to say the least unusual and I be- 
lieve unauthorized inasmuch as the 
reclassification of the capital stock 
which changed the voting power and 
ownership of the control of the cor- 
poration was carried on without the 
knowledge or approval of the Public 
Service Commission. 

No cash payment has even been 
made and with the cancellation of the 
note obligation of $74,600 and the 
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interest obligation of approximately 
$30,000, the actual payment to the 
preferred stockholders in redemption 
of that stock would be the miscella- 
neous assets delivered for approxi- 
mately $50,376 ($182,376 less $132.- 
000). Before reclassification the 
3,000 shares of common stock had a 
stated value of $126,000 amounting 
to $42 per share. The 1,632 shares 
eliminated had a stated value of $68,- 
544 for which the Associated Electric 
Properties received miscellaneous as- 
sets of approximately $50,376 plus 
what it received for the $74,600 note, 
if all other obligations are canceled, 
and the cost to the Owego Gas Cor- 
poration was the value of the miscel- 
laneous assets at the time of delivery 
thereof. 

The record is not clear as to just 
what items comprised these miscel- 
laneous assets but approximately 
$37,000 was by cancellation of in- 
debtedness due the Owego Gas Cor- 
poration, $4,000 by transfer of mis- 
cellaneous assets and the balance by 
tranfer of other current assets. 

The present status of the Owego 
Gas Corporation is as follows: 

Prior to the merger, the Empire 
Company was the sole stockholder of 
record, owning 1,368 shares of com- 
mon stock with a stated value of $68,- 
400. The N. Y. S. E. & G. Corp., 
as successor to the Empire Company, 
holds the 1,368 shares of common 
stock and has thereby increased its 
investment account by the sum of $61,- 
892.32. This latter plus the note of 
$74,600 gives a cost to the N. Y. S. 
E. & G. Corp. of $136,492.32 if 
the transaction is carried through. 
Whether it would acquire assets of 
like value cannot be determined un- 
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less and until the Commission has 
made an accounting and engineering 
examination. 

The first question for determina- 
tion is whether the N. Y. S. E. & G. 
Corp. is the owner of more than 95 
per cent of the stock of the Owego 
Gas Corporation and in position to 
merge that corporation. If not, there 
is no need of going further into the 
merits of the application. The an- 
swer to this question is entirely de- 
pendent upon the legality and the ef- 
fect of the transactions above set 
forth. 

Was the consent of the Commis- 
sion necessary to the reclassification 
of the stock as of October 21, 1931, 
whereby 1,632 shares of common 
stock held by Associated Electric 
Properties became preferred stock and 
the Empire Company retained 1,368 
shares of common stock, such stock 
thereby becoming all of the outstand- 
ing common stock of the Owego Gas 
Corporation. No application for the 
approval by the Public Service Com- 
mission for this reclassification was 
made and no consent therefor was ob- 
tained. 

I believe that this reclassification of 
stock constituted an issuance of stock 
clearly within the rules of law an- 
nounced by the appellate division, 
third department, in Public Service 
Commission v. New York & Rich- 
mond Gas Co. (1935) 244 App. Div. 
398, 9 P.U.R.(N.S.) 486, 279 N. Y. 
Supp. 824, and that the consent of the 
Commission pursuant to § 69 of the 
Public Service Law was requisite. 

The delivery to the Associated 
Electric Properties of all of the re- 
classified preferred stock and reten- 
tion by the Empire Company of all 
19 P.U.R.(N.S.) 
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of the reclassified common stock was 
a transfer of stock without the con- 
sent of the Commission and such 
transfer was, therefore, null and void. 

The redemption of the preferred 
stock did not alter the fact that it was 


improperly issued and did not make 
the common stock held by the Empire 


Company the sole outstanding capital 
stock of the Owego Gas Corporation. 
Under the provisions of § 70 of the 
Public Service Law, it is stated that 
stock transfers without the consent of 
the Public Service Commission “shall 
not be recognized for any purpose.” 
The language of the statute is very 
positive and makes the attempted re- 
demption of the preferred stock as in- 
formal and unauthorized as its origi- 
nal issues. 


Findings 


1—The attempted reclassification of 


the stock of the Owego Gas Corpora- 
tion as of October 21, 1931, was a 
nullity. 

2—There is presently outstanding 
3,000 shares of common stock, of 
which 1,368 shares are held by the 
Empire Company and 1,632 shares are 
held by Associated Electric Proper- 
ties. The position of the stockhold- 
ers prior to reclassification remains 
unchanged because the reclassification 
was unauthorized and without valid- 
ity. 

3—The attempted redemption of 
the shares of the so-called preferred 


stock held by Associated Electric 
Properties was null, void, and of no 
legal effect. 

4—The Associated Electric Prop- 
erties received approximately $50,376 
of miscellaneous assets belonging to 
the Owego Gas Corporation, which 
should be returned in kind or in cash 
to the amount of $50,376 as of the 
date of the delivery of the miscellane- 
ous assets to the Associated Electric 
Properties. 

5—The notes and obligations issued 
and incurred by the Owego Gas Cor- 
poration in connection with the above 
transactions were unauthorized and 
illegal in their nature and based upon 
an illegal consideration and are null 
and void and of no effect and the 
avails thereof remaining in the pos- 
session of the Owego Corporation, if 
any there be, should be returned to 
those from whom they were received, 
and the various notes and obligations 
of the Owego company represented 
thereby be delivered to said company 
and canceled. 

6—The several corporations in- 
volved should place themselves in the 
same position as of October 21, 1931. 


Conclusion 


The petition should be denied and 
the order should provide that the 
Owego Gas Corporation and the New 
York State Electric & Gas Corpora- 
tion should proceed at once to carry 
out the findings set forth herein. 
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Re Springfield City Water Company 


[Case No. 9341.] 


Security issues, § 53 — Grounds for disapproval — Franchise expiration — Ouster 
suit. 
1. Authority to issue securities for needed improvements of a water utility 
corporation should not be denied because of a city’s contention that the 
company’s franchise has expired and because of the pendency of a quo war- 
ranto proceedings to oust the company from the municipality, p. 134. 


Security issues, § 58 — Purpose — Improvement of water plant. 
2. Security issues for the purpose of extending improvements of a water 
company’s treating and pumping plant and distribution system, required in 
the public interest, should be approved, p. 134. 


Waiver and estoppel — Effect of contentions in prior proceeding — Need for ad- 
dition — Water utility. 

3. A ratepayer’s association which, in a proceeding relating to the improve- 
ment of a waterworks in order to furnish pure and wholesome water, 
charged that the company was not furnishing such water, cannot be heard 
to say on an application for approval of security issues to finance improve- 
ments to provide pure and wholesome water that the additions and better- 
ments should not be made, p. 134. 


Security issues, § 47 — Compliance with mortgage provision — Adequacy of 
earnings — Anticipated saving. 

4. Authority to issue securities in order to make improvements should not 
be denied to a water utility corporation on the ground that the average net 
earnings for the past three years did not meet requirements in the mort- 
gage indenture relating to required earnings where there is ample proof 
to the effect that the savings in operating expenses, because of new con- 
struction, would enable the company to have a net earning in excess of the 
requirement of the mortgage indenture, p. 134. 


Security issues, § 17 — Commission jurisdiction — Effect of franchise expiration 
— Necessary improvements. 

5. The Commission has jurisdiction to approve the issuance and sale of 

securities for the purpose of improvements needed to furnish pure and 

wholesome water where the plant of the applicant is the only source of 

supply in the city although the right of the company to operate is disputed 

and proceedings are pending in court to oust the company because of ex- 
piration of its franchise, p. 134. 


[June 17, 1937.] 
ae by a water company for orders authorizing 


the issuance and sale of bonds and of preferred stock; 
application granted. 
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ANDERSON, Commissioner: This 
cause is before the Commission by an 
application filed on behalf of the 
Springfield City Water Company, a 
corporation organized and existing 
under the laws of the state of Maine, 
duly organized, according to law, to 
do business in the state of Missouri, 
engaged in the rendition of water sup- 
ply service in the city of Springfield, 
Missouri, and environs. In this cause 
of action the applicant is requesting 
authority to be authorized to issue and 
sell 2,000 shares of cumulative 6 per 
cent preferred stock of an aggregate 
par value of $200,000; also to be au- 
thorized to issue and sell $500,000 
in the principal amount of its first 
mortgage bonds, Series A, 4 per cent, 
to bear date and be issued from time 
to time as thereinafter designated in 
the application, said underlying junior 
mortgage bonds to be due April 1, 
1956, and to be secured by the mort- 
gage authorized by the Commission 
in Case No. 9111, entitled “In the 
Matter of the Application of the 
Springfield City Water Company for 
order authorizing the issuance and sale 
of bonds, and the execution and deliv- 
ery of a mortgage indenture for the 
purpose of refunding said bonds and 
notes,” which authority the applicant 
company is requesting under § 75 of 
the General Regulatory Act, § 5196 
of the Rev. Stats. of Missouri, 1929. 

This matter was set for a hearing 
by the Commission at its hearing 
room in Jefferson City, Missouri, on 
May 3, 1937, after the interested par- 
ties had been notified of the time and 
place of said hearing. On that date 
there was a hearing had before a 
member of the Commission. The ap- 
plicant company appeared by counsel, 


and the city of Springfield, the Mu- 
nicipal Waterworks Association, and 
the Utility Ratepayers Association 
were represented by counsel. The ap- 
pearances on behalf of the Public 
Service Commission were by R. E. 
Duffy, chief electrical engineer, and 
George B. Coleman, acting chief ac- 
countant. 

Previous to the introduction of any 
testimony in this matter there was a 
special entry of appearance filed on be- 
half of the city of Springfield, Mis- 
souri. There was attached to the spe- 
cial entry of appearance two copies of 
ordinances of the city of Springfield, 
Missouri. There was an application 
also filed by the Utility Ratepayers 
Association for leave to intervene, 
which intervention was granted by the 
Commission. The gravamen of the 
intervention is to the effect that the 
financial set-up and the property of the 
applicant company and the net earn- 
ings over a period of three years do 
not justify and will not warrant the 
issuance of the securities sought by 
the applicant in this proceeding. 
There was a plea to the jurisdiction 
filed on behalf of the Municipal Wa- 
terworks Association of Springfield, 
Missouri. The substance of the plea 
to the jurisdiction was to the effect 
that the Commission was without ju- 
risdiction to hear and determine the 
issues raised by the present applica- 
tion because the applicant did not have 
a franchise to use the streets, lanes, 
alleys, and public places of the city of 
Springfield, Missouri; also that there 
had been a quo warranto proceeding 
instituted by the attorney general in 
the supreme court of this state which 
original proceeding is Case No. 
35344, and is styled State ex inf. Roy 
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McKittrick, Attorney General Rela- 
tor, v. Springfield Water Company, 
a corporation, respondent. 

The evidence in this cause was that 
the applicant company and its prede- 
cessors have been operating as a wa- 
ter corporation in the city of Spring- 
field and North Springfield for a num- 
ber of years, and that it provides the 
sole source of public water supply at 
the present time in the city of Spring- 
field, Missouri. It was shown by the 
applicant that it wishes to be author- 
ized to issue and sell cumulative pre- 
ferred stock, 6 per cent, in the aggre- 
gate par value of $200,000 and also 
to be authorized to issue and sell 
$500,000 in the principal amount of 
first mortgage bonds, Series A, 4 per 
cent due April 1, 1956, which author- 
ity it is requesting under § 75 of the 
General Regulatory Act, or § 5196 of 
the Rev. Stats. of Missouri, 1929. 
There was also proof to the effect that 
the Commission issued an order on 
the 11th day of December, 1936, in 
Case No. 9265, entitled “In the Mat- 
ter of the Application of the Spring- 
field City Water Company for per- 
mission to make certain plant im- 
provements and new constructions,” 
which authorized the applicant com- 
pany, the Springfield City Water 
Company, to construct and place in 
operation a waterworks treating, con- 
ditioning, clarifying, and controlling 
water plant as was proposed in accord- 
ance with applicant’s Exhibit A filed 
in that cause and made a part there- 
of, which consisted of a blue print, 
copies of drawings showing in detail 
the plant it proposes to construct. In 
that cause of action it was the conten- 
tion of the applicant company that 
certain improvements should be made 
[9] 
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to its water system in the city of 
Springfield, the same being mixing 
and sedimentation basin, filter, head- 
house, and reservoir. Certain inter- 
veners in that cause of action alleged 
in interventions filed, and offered 
proof to support said interventions, 
that there was an acute emergency ex- 
isting in the city of Springfield to 
remedy the water that is being fur- 
nished by the applicant company to 
the inhabitants of that city, due to the 
source of supply, which is McDaniel’s 
lake, as it was the intervener’s con- 
tention that the epidemic of dysen- 
tery and typhoid in that city was 
caused by the water furnished in the 
years of 1933 and 1936. 

In the former cause of action the 
statement filed by the city showed that 
the city in the past had granted the 
applicant company or its predecessors 
a franchise by the vote of the city on 
November 14, 1882, which franchise 
the city claims has expired. The ad- 
ditions and betterments or plant im- 
provements that are being made at 
the present time the company main- 
tains have been authorized by the 
Commission in Case No. 9265. Those 
improvements were shown by Appli- 
cant’s Exhibit No. 2, which is herein 
set out: 

EstIMATE OF CONSTRUCTION OF EXTENSIONS 


TO THE DistRIBUTION SYSTEM 
DURING 1937-1938 


Based on actual construction during 1936: 


Customers’ meter installa- 
tions 


Hydrants 


For the two years 


Under this exhibit the applicant 
proposes to make additions and better- 
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ments less retirals in the amount of 
$790,335. It was also shown by this 
exhibit that the estimate of the con- 
struction of extensions to the distri- 
bution system during the years of 
1937 and 1938 would amount to $86,- 
800, which amount is not included in 
the additions and betterments of 
$790,335. It was further shown that 
most of the materials and supplies had 
already been contracted for by the ap- 
plicant company, and that the price of 
labor had greatly increased. One of 
the principal additions and betterments 
shown in Applicant’s Exhibit No. 2, 
that was not referred to in Case No. 
9265, is a pumping plant structure, 
which it is estimated will cost $118,- 
987 when completed. At the present 
time the applicant operates and main- 
tains a standby steam plant for pump- 
ing purposes, but this steam plant is 
outmoded and outworn and most of 
the pumping or the power furnished 
to the company has been by electric 
motors and the company has pur- 
chased its current from the Spring- 
field Gas & Electric Company. It was 
shown that by the construction of the 
new proposed pumping plant structure 
the company would save approximate- 
ly $20,000 to $25,000 per year, or, in 
substance, that its net earnings would 
be increased approximately that 
amount for the year 1938 after the 
pumping plant had been completely 
constructed. There are other items 
of construction necessary for the 
pumping plant structure, the same be- 
ing boiler equipment and pumping 
power plant equipment, those items 
amounting to $82,625 and $144,839. 
There are other items of steam plant 
equipment. 

There was also offered in evidence 
19 P.U.R.(N.S.) 


Applicant’s Exhibit No. 3, an estimat- 
ed income statement for the year of 
1938. It showed the net earnings 
available for the fixed charges of the 
present outstanding bonded indebted- 
ness and the proposed bonded indebt- 
edness in the amount of $233,866.54. 
This estimated income statement is as 
follows: [See table on page 131]. 

Applicant’s Exhibit No. 4 is an es- 
timated balance sheet as of December 
21, 1938, which shows the total fixed 
capital to be $4,944,418.91. 

The proof was further to the effect 
that in view of the increased popula- 
tion of Springfield, Missouri, it was 
necessary for the applicant company 
to make the proposed additions and 
betterments as set out and shown in 
Applicant’s Exhibit No. 2 if it is to 
properly function as a water corpora- 
tion in that city. By the proposed im- 
provements the applicant will be able 
to have a greater reservoir capacity, 
better sedimentation basin, and im- 
proved pumping equipment, and it 
will obviate the necessity of purchas- 
ing its current from the Springfield 
Gas & Electric Company as it has been 
forced to do up to the present time 
with its existing plant equipment. The 
present filter plant was constructed in 
1910 when the population of Spring- 
field was approximately 35,201 inhab- 
itants. 

The company also requested that 
the transcript and all exhibits offered 
in Case No. 9265 be made a part of 
the record in this cause of action as 
it claimed there were essential facts 
shown by the transcript in that mat- 
ter that were pertinent in this cause 
of action. 

A memorandum supporting the evi- 
dence on behalf of the intervener, the 
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Utility Ratepayers Association, was 
prepared by George B. Coleman, act- 
ing chief accountant of the Public 
Service Commission. His testimony 
was to the effect that under the inden- 
ture made and entered into on the 
first day of April, 1936, by the appli- 
cant company and the Portland Na- 
tional Bank, in which the St. Louis 
Union and Trust Company were trus- 
tees, the net earnings of the applicant 
company were not*sufficient to meet 
the requirements provided for in the 
indenture, as under § 4 of Art. 5 of 
said indenture it is provided that the 
net earnings of the company shall be 


one and three-fourths times the in- 
terest requirement on the first mort- 
gage bonds and any junior underlying 
mortgage bonds. By Exhibit 6, which 
was offered in evidence on behalf of 
the Utility Ratepayers Association, it 
was shown that the annual interest re- 
quirement on the existing first mort- 
gage bonds is $108,000 and on the 
requested issue of $20,000, or there 
would be a total interest requirement 
of $128,000. Under § 4 of Art. 5 of 
the indenture or the mortgage if the 
net earnings were one and three- 
fourths times the fixed charges the 
same would have to be $224,000 an- 


EstIMATED INCOME STATEMENT FOR YEAR 1938 


Total Revenue 


Expenses: 
Source of supply expense: 
Operation 
Maintenance 


Pumping expense: 
Operation 
Maintenance 


Purification expense: 
Operation 
Maintenance 


Transmission and distribution expense: 
Operation 
Maintenance 


Commercial expense 
New business expense 
General expense 
Depreciation 


Total expenses 


Net Earnings 


Deductions from income: 
Interest—Ist Mtg. 4% Bonds 
Miscellaneous Interest 
Amortization—Exp. Ist Mtg. 4s 
Amortization—Exp. Pref. Stock “C” 


Total deductions 


Net Corporate Income .... 


$18,379.40 
866.63 


$12,511.38 
525.00 


19,420.22 
21,588.55 

5,000.00 
30,911.65 


145,676.32 


$88,190.22 
19 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


nually. The exhibit further disclosed 
that the net earnings for the year of 
1934 were $214,449.64, for 1935 
$212,301.53, and for 1936 $224,- 
752.97, or a total of $651,404.14, av- 
erage net earnings being for those 
three years $217,134.71, or, in sub- 
stance, $6,000 short of one and three- 
fourths times the fixed charges. But 
it was shown on cross-examination 
that the exhibit offered on behalf of 
the Utility Ratepayers Association 
had not taken into consideration the 
saving of $20,000 or $25,000 per year 
of the company when the new pump- 
ing station was completed, as this sav- 
ing would be brought about by the 
company’s having its own modern 
steam pumping plant, while at the 
present time the company is buying 
current from the Springfield Gas & 
Electric Company. The exhibit of- 
fered in evidence on behalf of the 
Utility Ratepayers Association was 
based solely and clearly upon the an- 
nual reports of the present plant filed 
by the company with the Commission 
for the years 1934, 1935, and 1936. 
This plant will cease to exist upon the 
completion of the new plant. It was 
also shown by cross-examination that 
if the junior underlying mortgage 
bonds were granted, as requested, tak- 
ing into consideration the original 
mortgage bonds of $2,700,000, they 
would equal approximately 64 per cent 
of the total fixed capital of the com- 
pany’s property, including the addi- 
tions now being made. 

Taking into consideration the pre- 
ferred stock the applicant wishes to 
issue, and its present outstanding pre- 
ferred stock plus the first mortgage 
bonds and the junior underlying 
mortgage bonds, these securities would 
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equal approximately 65 per cent of 
the total fixed «apital of the com- 
pany’s property, including the addi- 
tions now being made. It was further 
shown that the exhibit offered in evi- 
dence on behalf of the Utility Rate- 
payers Association did not take into 
consideration savings that would be 
accomplished by the proposed addi- 
tions and betterments or the fact that 
the year of 1936 was an exceptionally 
dry year, which caused an excessive 
operating expense of the applicant 
company. There was a resolution 
passed by the board of directors which 
authorized the issuance of securities 
as requested by the applicant in this 
matter. There was no proof made 
by the Utility Ratepayers Association 
to the effect that the proposed addi- 
tions and betterments less the retirals 
failed to meet the requirements of the 
mortgage indenture as to the issuance 
of junior underlying mortgage bonds, 
or as to the proposed issue in the pres- 
ent application, as the amount of the 
additions and betterments less the re- 
tirals were shown to be $790,335, while 
the aggregate issue of the mortgage 
bonds was $500,000, or the aggregate 
issue of the junior underlying mort- 
gage bonds is not 75 per cent of the ad- 
ditions and betterments less the retirals. 

There was no parole evidence of- 
fered on behalf of the city of Spring- 
field, but there was attached to the 
special appearance filed on behalf of 
that city Resolution No. 1746, which 
was passed by the city council on May 
1, 1937, which resolution is as here- 
inafter set out: 


REsoLuTIONn No. 1746. 


A resolution stating the attitude 
and position of the city of Spring- 
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field relative to application of Spring- 
field City Water Company to Public 
Service Commission of Missouri, for 
orders authorizing issuance and sale 
of bonds secured by mortgage, and is- 
suance and sale of preferred stock. 

Whereas, an ordinance was initiated 
by petition, signed by the requisite 
number of registered voters, entitled : 

An ordinance prescribing the du- 
ties of the Commissioner of Public 
Property and Public Utilities with ref- 
erence to the acquisition of a water- 
works plant and system for the city 
of Springfield, Missouri, establishing 
a Board of Waterworks Commission- 
ers for said city and prescribing the 
duties of said Board, and 

Whereas, said ordinance was duly 
submitted to a vote of the people on 
April 13, 1937, and was carried by 
vote of 5,428 for the ordinance to 
2,000 against the ordinance, and 


Whereas, said ordinance provides, 
among other things, for the establish- 


ment, under the Commissioner of 
Public Property and Public Utilities 
and as a part of the Department of 
Public Property and Public Utilities 
of a nonpartisan board to be known 
and designated as the Board of Wa- 
terworks Commissioners, and 

Whereas, said Board of Water- 
works Commissioners consisting of 
four members was by the Commis- 
sioner duly appointed on the 27th day 
of April, 1937, with the approval of 
the city council, and 

Whereas, the members of said 
Board of Waterworks Commission- 
ers have taken the oath prescribed by 
law and have duly entered upon the 
discharge of their duties and 

Whereas, it is the firm intention of 
the city of Springfield to proceed with 
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the establishment of a municipal wa- 
terworks plant and system under the 
terms of said ordinance and under the 
provisions of law, and 

Whereas, there has been filed with 
the Public Service Commission of the 
state of Missouri an application by 
Springfield City Water Company, be- 
ing Case No. 9341, entitled: “In the 
Matter of the Application of the 
Springfield City Water Company for 
Orders Authorizing the Issuance and 
Sale of Bonds to Be Secured by an 
Already Existing and Recorded Mort- 
gage Indenture and Authorizing the 
Issuance and Sale of Preferred Stock” 
wherein and whereby said Springfield 
City Water Company prays the Pub- 
lic Service Commission of the state 
of Missouri to enter its order author- 
izing the company : 

(a) “To issue and sell, at not less 
than $90 per share, 2,000 shares of 
the aggregate par value of $200,000 
of the company’s series ‘C,’ 6 per cent 
cumulative, preferred stock, to reim- 
burse the company for part of the 
costs of the improvements, additions, 
and betterments to the properties of 
the company made and to be made at 
the times and in the manner herein- 
before stated, and to sell the same at 
not less than $90 per share” ; 

(b) “To issue and sell $500,000 in 
principal amount of its first mortgage 
bonds, Series ‘A,’ 4 per cent, to bear 
dates and be issued from time to time 
as hereinbefore stated, due April 1, 
1956, said bonds to be secured by the 
mortgage authorized by this Commis- 
sion in Case No. 9111 entitled “In the 
Matter of the Application of Spring- 
field City Water Company for Order 
Authorizing the Issuance and Sale of 
Bonds and the Execution and Deliv- 
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ery of a Mortgage Indenture for the 
Purpose of Refunding Bonds and 
Notes,” said bonds to be sold at not 
less than $90 per share, to reimburse 
the company for the costs of the im- 
provements, additions, and _better- 
ments already made and to be made at 
the times and in the manner herein- 
before stated’’; 

(c) “And for such other and fur- 
ther orders in the premises as to the 
Commission may seem proper,” and 

Whereas, said application is set for 
hearing before the Public Service 
Commission at Jefferson City, Mis- 
souri, on Monday, the 3rd day of 
May, 1937, and 

Whereas, the city council on Sep- 
tember 11, 1936, passed special Or- 
dinance No. 427 terminating said 
company’s right, if any, by suffer- 
ance to occupy the streets and alleys 
of the city of Springfield, a copy of 
which Ordinance is on file with this 
Commission in Case No. 9265 enti- 
tled, “Re Application of Springfield 
City Water Company for Permission 
to Make Certain Plant Improvements 
and New Construction,” and 

Whereas, a proceeding by quo war- 
ranto has been instituted in the su- 
preme court of Missouri for the pur- 
pose of ousting Springfield City Wa- 
ter Company from using the streets, 
alleys, and public places of the city 
in the operation of its water plant and 
system, which action is_ entitled, 
“State of Missouri, ex inf. Roy Mc- 
Kittrick, Attorney General, v. Spring- 
field City Water Company.” 

Now, therefore, be it resolved: 
That the city of Springfield hereby 
authorizes its special counsel, Fred A. 
Moon, and its city attorney to make 
known the foregoing facts to the Pub- 
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lic Service Commission of Missouri, 
and to file therein a certified copy of 
this resolution. 

Passed at meeting of city council, 
May 1, 1937. 

Signed Herschel E. Bennett 
Mayor Pro-Tem. 

[1-5] There was no evidence of- 
fered by the Municipal Waterworks 
Association in support of the inter- 
vening petition filed by them in this 
matter, which was an objection to the 
jurisdiction of the Commission. The 
essence of the plea for the want of 
jurisdiction filed on behalf of the Mu- 
nicipal Waterworks Association was 
to the effect that the applicant was 
unlawfully at the present time occu- 
pying the streets and alleys of the city 
of Springfield, Missouri, because the 
applicant company’s franchise had ex- 
pired, and further that the same had 
been declared terminated and ended 
by the city council of the city of 
Springfield, September 11, 1936, bya 
special ordinance passed by that body, 
No. 427; also in view of the fact that 
there was a proceeding instituted in 
the supreme court of Missouri enti- 
tled ‘State of Missouri ex inf. Roy 
McKittrick, Attorney General, v. 
Springfield Water Company, Case 
35344,” which will determine wheth- 
er or not the applicant company has 
a franchise and a right to engage in 
the rendition of water service in the 
city of Springfield. 

In the instant case for the Commis- 
sion to properly dispose of the appli- 
cant’s application as to the issuance 
of certain junior underlying mort- 
gage bonds and preferred stock it is 
necessary for it to consider § 75 of 
the General Regulatory Act, § 5196, 
‘Rev. Stats. Mo. 1929, which section 
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is pertinent to this cause of action. 
That section is as follows: 

“Section 5196. Approval of is- 
sues of stocks, bonds, and other forms 
of indebtedness.—A gas corporation, 
electrical corporation, or water cor- 
poration organized or existing or 
hereafter incorporated under or by 
virtue of the laws of this state, may 
issue stocks, bonds, notes, or other 
evidences of indebtedness payable at 
periods of more than twelve months 
after the date thereof, when neces- 
sary for the acquisition of property, 
the construction, completion, exten- 
sion, or improvement of its plant or 
distributing system, or for the im- 
provement or maintenance of its serv- 
ice or for the discharge or lawful re- 
funding of its obligations or for the 
reimbursement of moneys actually 
expended from income, or from any 
other moneys in the treasury of the 


corporation not secured or obtained 
from the issue of stocks, bonds, notes, 
or other evidence of indebtedness of 
such corporation, within five years 
next prior to the filing of an applica- 
tion with the Commission for the re- 
quired authorization, for any of the 


aforesaid purposes except mainte- 
nance of service and except re- 
placements in cases where the appli- 
cant shall have kept its accounts and 
vouchers of such expenditure in such 
manner as to enable the Commission 
to ascertain the amount of moneys so 
expended and the purposes for which 
such expenditure was made: Provid- 
ed, and not otherwise, that there shall 
have been secured from the Commis- 
sion an order authorizing such issue, 
and the amount thereof, and stating 
the purposes to which the issue or pro- 
ceeds thereof are to be applied, and 


135 


that, in the opinion of the Commis- 
sion, the money, property, or labor to 
be procured or paid for by the issue 
of such stock, bonds, notes, or other 
evidence of indebtedness is or has 
been reasonably required for the pur- 
poses specified in the order, and that 
except as otherwise permitted in the 
order in the case of bonds, notes, and 
other evidence of indebtedness, such 
purposes are not in whole or in part 
reasonably chargeable to operating 
expenses or to income. Nothing 
herein contained shall prohibit the 
Commission from giving its consent 
to the issue of bonds, notes, or other 
evidence of indebtedness for the reim- 
bursement of moneys heretofore actu- 
ally expended from income for any 
of the aforesaid purposes, except 
maintenance of service or replace- 
ments, prior to five years next preced- 
ing the filing of an application there- 
for, if in the judgment of the Com- 
mission such consent should be grant- 
ed, provided application for such con- 
sent shall be made prior to January 
1, 1914. For the purpose of enabling 
it to determine whether it should is- 
sue such an order, the Commission 
shall make such inquiry or investiga- 
tion, hold such hearings and examine 
such witnesses, books, papers, docu- 
ments, and contracts as it may deem 
of importance in enabling it to reach 
a determination. Such corporation 
shall not without the consent of the 
Commission apply said issue or any 
proceeds thereof to any purpose not 
specified in such order. Such gas cor- 
poration, electrical corporation, or 
water corporation may issue notes, 
for proper corporate purposes and not 
in violation of any provision of this 
or any other law, payable at periods 
19 P.U.R.(N.S.) 
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of not more than twelve months with- 
out such consent; but no such notes 
shall, in whole or in part, directly or 
indirectly, be refunded by any issue 
of stock or bonds or by any evidence 
of indebtedness running for more 
than twelve months without the con- 
sent of the Commission: Provided, 
however, that the Commission shall 
have no power to authorize the capi- 
talization of any franchise to be a cor- 
poration or to authorize the capitali- 
zation of any franchise or the right 
to own, operate, or enjoy any fran- 
chise whatsoever in excess of the 
amount (exclusive of any tax or an- 
nual charge) actually paid to the state 
or to any political subdivision thereof 
as the consideration for the grant of 
such franchise or right. Nor shall 
the capital stock of a corporation, 
formed by the merger or consolida- 
tion of two or more other corpora- 
tions, exceed the sum of the capital 
stock of the corporations, so consoli- 
dated, at the par value thereof, or 
such sum and any additional sum ac- 
tually paid in cash; nor shall any con- 
tract for consolidation or lease be 
capitalized in the stock of any corpora- 
tion whatsoever ; nor shall any corpo- 
ration hereafter issue any bonds 
against or as a lien upon any contract 
for consolidation or merger.” 

Under the above section a gas cor- 
poration, electric corporation, or wa- 
ter corporation organized and exist- 
ing under or by virtue of the laws of 
this state may issue stock, bonds, 
notes, and other evidence of indebted- 
ness as provided in said section when 
the Commission has duly authorized 
the issuance of the same. 

Relative to the authority requested 
by the applicant in the present appli- 
19 P.U.R.(N.S.) 


cation, it is evident that the issuance 
of the proposed bonds and stock is 
for the extension of improvements of 
the applicant’s water treating and 
pumping plant and distribution sys- 
tem at Springfield, Missouri. Con- 
cerning the same there was ample 
proof to the effect that the additions 
and betterments less the retirals would 
be approximately $790,000. The 
amount of the junior underlying 
mortgage bonds that the applicant re- 
quests authority to issue is $500,000, 
which amount is not 75 per cent of 
the additions and betterments less the 
retirals that are being made by the 
applicant company at the present time. 
The purpose of the proposed additions 
and betterments is for the improve- 
ment of the applicant’s water plant 
and distribution system, which was 
constructed several years ago and at 
that time the city of Springfield did 
not have nearly the population that it 
has at the present time, as when the 
distribution system and the water 
plant were constructed they were not 
constructed to serve a town of 60,000, 
which is the population of Springfield 
at the present time. 

Another point raised in the instant 
case was that the net earnings were 
not one and three-fourths times the 
fixed charges on the first mortgage 
bonds heretofore issued by the appli- 
cant company in the amount of $2,- 
700,000 plus the $500,000 that the 
applicant company wishes the author- 
ity to issue and sell at the present 
time. Relative to the same there was 
proof to the effect that the net earn- 
ings of the applicant company over a 
period of three years, 1934, 1935, 
and 1936, amounted to $218,215.23, 
while the fixed charges on the pres- 
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ent outstanding first mortgage bonds 
and the junior underlying mortgage 
bonds that the applicant wishes to is- 
sue and sell would be $128,000, 
therefore one and three-fourths times 
that amount as provided by the inden- 
ture would be $224,000 annually, or, 
in substance, would not meet the re- 
quirements as provided in the inden- 
ture and therefore the applicant com- 
pany should not be permitted and au- 
thorized to issue and sell the first 
mortgage bonds as requested. This 
contention was raised by the Utility 
Ratepayers Association. It further 
contended that in view of the quo 
warranto proceeding that is pending 
the applicant company should not 
proceed with the additions and bet- 
terments being constructed by it at 
the present time. The Commission, 
in disposing of this matter, should 
bear in mind and keep before it the at- 
titude of the Utility Ratepayers Asso- 
ciation in the former cause of action 
in which that association openly and 
notoriously charged that the applicant 
company was not furnishing to the 
city of Springfield and the water us- 
ers pure and wholesome water. Their 
contention in that proceeding was that 
there was an acute emergency exist- 
ing and that it was necessary for some 
immediate step to be taken to remedy 
the same. For the Commission to dis- 
pose of the intervening petition filed 
on behalf of the Utility Ratepayers As- 
sociation it must consider the General 
Regulatory Act which not only created 
the Commission but what authority 
as a matter of law it has under that 
legislative fiat. Under § 69, § 5190, 
Rev. Stats. Mo. 1929, the Commis- 
sion is empowered, as a matter of 
law, to so regulate water corporations 
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that it can order reasonable improve- 
ments which will best promote public 
interest and preserve public health and 
protect the users of such water. Con- 
sidering in the most favorable light 
to the intervener its contention made 
in the former case that the water be- 
ing furnished to the city of Spring- 
field and its users was not pure and 
wholesome water, it certainly cannot 
be heard to say at this time that the 
applicant company has an outmoded 
and outworn plant and still is the sole 
source of supply of a municipality 
with a population of 60,000, and that 
the additions and betterments should 
not be made, because as a cardinal 
principle of regulation this Commis- 
sion, as a matter of law, must so reg- 
ulate a water corporation, over which 
it has jurisdiction, in such a way that 
pure and wholesome water will be 
furnished to the users of said water. 

Since the applicant company is al- 
ready in the field in question and is 
serving the city of Springfield and its 
population with water service as a 
water corporation, and is the sole 
source of water supply for that city, 
should the Commission, as a matter 
of law, find that the users of the wa- 
ter in that city were not entitled to 
pure and wholesome water because 
the average net earnings for the past 
three years did not meet certain re- 
quirements in the indenture? If that 
were true any trustee in an indenture 
who had successfully driven a hard 
bargain concerning net earnings could 
stop the necessary improvements be- 
ing made by a water corporation so it 
could not properly function or serve 
to the users thereof pure and whole- 
some water, and to think that this 
was the intent of the General Regula- 
19 P.U.R.(N.S.) 
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tory Act is unbelievable, because if 
the same were true it would defeat a 
well-rounded scheme of regulation 
which was contemplated by the Gen- 
eral Regulatory Act. In the cause of 
action at bar that contention is not 
being raised by the trustee of the in- 
denture but by others. There was 
ample proof to the effect that the sav- 
ings in operating expenses would be 
approximately $20,000 less consider- 
ing the fact that the applicant com- 
pany is constructing its own steam 
power plant while at the present time 
it is being operated mostly by electric 
motors and the electricity is purchased 
from the Springfield Gas & Electric 
Company. This saving alone would 
enable the applicant company to have 
a net earning of more than one and 
three-fourths times its fixed charges 
on its first mortgage bonds and its ju- 
nior underlying mortgage bonds as it 
would be an economy in operation of 
that amount; or, in substance, the 
contemplated revenue as shown by an 
exhibit offered on behalf of the ap- 
plicant company disclosed that the net 
earnings for the year of 1938 would 
be approximately $233,866.54. The 
proof made by the applicant company 
as to its total fixed capital, which was 
unrefuted, was that the same is ap- 
proximately $494,418.93, and assum- 
ing that the issuance of the junior un- 
derlying mortgage bonds and the pre- 
ferred stock is granted as requested 
in this matter the same will amount 
to approximately 65 per cent of the 
total fixed capital of the company’s 
property. 

Another point raised in this pro- 
ceeding was that the Commission did 
not have jurisdiction of this cause of 
action and should so find, or there was 
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a plea filed for the want of jurisdic- 
tion on behalf of one of the interven- 
ers to that effect. In disposing of the 
same the Commission must consider 
the rights of the users of said water 
because, as a matter of law, that is 
the polar star which must guide the 
Commission in its determination of 
this application. If the regulation of 
any regulatory body is such that pub- 
lic interest is not the guiding and con- 
trolling feature, then regulatory reg- 
ulation would fail to accomplish the 
very intent as contemplated in th 
statute. 
Obviously, at the present time there 
has been an ouster proceeding insti- 
tuted by the attorney general of this 
state to oust the applicant company 
from the city streets and alleys of the 
city of Springfield, but even assum- 
ing that the said quo warranto pro- 
ceeding is carried to a successful end, 
the same may require from two to 
four years. In the meantime the pub- 
lic must depend upon the applicant for 
its water supply, as the applicant com- 
pany is the sole source of water sup- 
ply for the city of Springfield and its 
inhabitants. If the epidemic referred 
to in the former hearing was caused 
by the water supplied by the applicant 
and as claimed by certain interveners, 
it is positive proof that the applicant 
company should not be hampered in 
making the necessary improvements 
to its water plant and distribution sys- 
tem so that that condition will no 
longer exist. If the plea in abatement 
were sustained it would necessarily 
mean that the interest of the public is 
not the preéminent fact and the con- 
trolling factor the Commission would 
be guided by, because for the Com- 
mission to even hold the present pro- 
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ceeding in abeyance, as requested in 
the plea of abatement, would neces- 
sarily mean that it contemplates a 
holding in favor of the movant in the 
quo warranto proceeding, or, in sub- 
stance, the Commission would be pass- 
ing upon or determining the issues in 
that proceeding which, as a matter of 
law, it does not have the power to do 
nor is it vested with, as the Commis- 
sion is not a court and does not pos- 
sess the prerogative of a judicial tri- 
bunal. Under no circumtance should 
the Commission ever lend its counte- 
nance to the approval of a water plant 
or system being operated by a public 


utility which will not promote the pub- 
lic interest and preserve the public 
health, and for it to do so it is con- 
clusive that the acts of the regulatory 
body would be such that the intent of 
the general regulatory act would not 
be properly performed by it. 

Wherefore, after due consideration 
the Commission is of the opinion that 
the application of the applicant should 
be granted, and an order expressing 
those views will accordingly be so is- 
sued. 


Hargus, Chairman, and Boyer, 
Nortoni, and Ferguson, Commission- 
ers, concur. 
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George Schantz et al. 


Madison Gas & Siecesic Company 


[2-U-1098.] 


Service, § 52 — Commission jurisdiction — Extensions — New territory. 
1. The Commission has as much authority, under similar conditions, to direct 
a public utility to extend service into a rural town where it is not operating 
as to order the utility to extend service in a town where it already is operat- 
ing, since no utility may secure an exclusive franchise in a town, and the 
political boundaries of the towns have no importance so far as the exer- 
cise of the Commission’s regulatory powers in a case of this kind is con- 


cerned, p. 141. 


Franchises, § 61 — Indeterminate permits — Exclusive franchise — Rural. 
2. No indeterminate permits constituting exclusive franchises to utilities 


exist in a rural town, p. 141. 


[May 27, 1937.] 


oe for order directing electric extension into rural 


territory; extension ordered. 
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By the Commission: The Commis- 
sion received on April 12, 1937, a pe- 
tition signed by George Schantz, C. 
O. Lampman, H. H. Huston, and G. 
F. Good, all of R. F. D. No. 1, Madi- 
son. The petition, dated October 12, 
1936, read: 

“We, the undersigned, living in the 
vicinity of Seminary Springs, request 
the Public Service Comm. to order 
the Madison Gas and Electric Co. to 
extend their lines to serve us with our 
required amount of electricity.” 

On April 16th the Commission is- 
sued a notice of investigation and an 
order for assessment of the costs of 
the proceeding against the Madison 
Gas and Electric Company. Notice 
of hearing was issued April 27th for 
a hearing to be held May 7th; the re- 
spondent company consequently re- 
ceived adequate notice as provided by 
§ 196.26, Statutes. Similar notice 
was given Wisconsin Power and 
Light Company, which has lines in 
the town of Cottage Grove, Dane 
county. 

Appearances at the hearing, held 
May 7th in Madison, were: 

Madison Gas & Electric Company, 
by R. M. Rieser, Madison, Attorney ; 
T. A. Brown, Madison, Superintend- 
ent of Distribution; petitioners, by 
George Schantz, Madison, for him- 
self, and C. O. Lampman, Madison, 
for himself; Wisconsin Power and 
Light Company, by William Ryan, 
Madison, and B. E. Miller, Madison. 

The present east boundary of Mad- 
ison Gas and Electric Company un- 
der terms of a territorial agreement 
with Wisconsin Power and Light 
Company is the town line between 
Blooming Grove and Cottage Grove 
and between Burke and Sun Prairie in 
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Dane county. The petitioners all re- 
side along onethalf mile of road in 
section 6, town of Cottage Grove, 
To their best knowledge there are no 
other premises near them unserved 
with electricity either by Madison Gas 
and Electric Company or by Wiscon- 
sin Power and Light Company. The 
Madison utility does not now render 
service in the town of Cottage Grove, 
since the town lies east of the terri- 
torial boundary line between the two 
companies. 

Nearest facilities of the Madison 
Gas and Electric Company are in the 
southeast corner of section 36, town 
of Burke, a few rods from the most 
westerly of the petitioners (Exhibit 
1). Nearest facilities of Wisconsin 
Power and Light Company are less 
than a half mile to the north in sec- 
tion 31, town of Sun Prairie, and 
about a mile to the east in section 5, 
town of Cottage Grove (Exhibit 2). 

As the two exhibits, submitted by 
the respective companies, show, nei- 
ther utility has any electric facilities 
in section 6, town of Cottage Grove, 
where the petitioners reside. For 
Madison Gas and Electric Company 
to serve the petitioners would require 
construction of .72 mile of line, while 
for Wisconsin Power and Light Com- 
pany to serve them would entail the 
building of seven-eighths of a mile of 
line. 

The petitioners want service from 
the Madison Company because of its 
somewhat lower rates and _ because 
one petitioner previously was a cus- 
tomer of the company when he lived 
in the town of Burke. They contend 
that inasmuch as there is no road or 
other natural landmark along the west 
line of section 6, which is the present 
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boundary line between the two com- 
panies, while there is a hill and a road 
east of them on the east line of the 
section, the boundary line could bet- 
ter be fixed by natural landmarks 
than by lines of a political subdivision 
shown only on maps. 

Madison Gas and Electric Com- 
pany has no objection to serving the 
petitioners if directed and authorized 
by the Commission to do so; it could 
serve them economically. Wisconsin 
Power and Light Company stands 
able and willing to serve the petition- 
ers at its standard rural rates and ob- 
jects to the Madison utility’s being di- 
rected and authorized to serve. The 
petitioners argue that they constitute 
a part of a Madison suburb with 
“quite a few” small homes near them 
and therefore are entitled to the city 
rates at which the Madison utility’s 
service would be rendered. 

In every respect except one this 
case presents the same issues as were 
decided by the Commission in Dock- 
et 2-U-996, Behnke v. Wisconsin 
Gas & E. Co. in orders of June 16 
and July 27, 1936 (15 P.U.R.(N.S.) 
217). That case involved a group of 
farmers in the towns of Oakland and 
Sumner, Jefferson county, who resid- 
ed in nominal territory of Wisconsin 
Power and Light Company but wished 
service from Wisconsin Gas and Elec- 
tric Company at its lower rates. In 
that case the latter company was al- 
ready operating in parts of the two 
municipalities involved; in the pres- 
ent case the petitioners reside in a mu- 
nicipality where the utility from which 
they wish service does not operate. 

[1,2] This difference does not ap- 
pear material, however, in view of the 
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Wisconsin supreme court’s decision 
in South Shore Utility Co. v. Rail- 
road Commission, 207 Wis. 95, 
P.U.R.1932B, 465, 240 N. W. 784, 
that a town may not grant indetermi- 
nate permits constituting exclusive 
franchises to utilities. We must con- 
clude that the Commission has as 
much authority under similar condi- 
tions to direct a public utility to ex- 
tend service into a rural town where 
it is not operating as to order the 
utility to extend service in a town 
where it already is operating. Since 
no utility may secure an exclusive 
franchise in a town, the political boun- 
daries of the towns have no impor- 
tance so far as the exercise of the 
Commission’s regulatory powers in a 
case of this kind is concerned. 

If the petitioners resided in an in- 
corporated city or village where the 
utility from which they wished serv- 
ice did not operate, an entirely dif- 
ferent situation would be presented, 
and the Commission under § 196.50, 
Statutes, would have to make a find- 
ing that public convenience and neces- 
sity required that a second utility be 
authorized to operate in such city or 
village. This difference exists because 
cities and villages can and have grant- 
ed indeterminate permits that confer 
exclusive franchises upon utilities; 
under the South Shore Case decision, 
supra, no such exclusive franchise ex- 
ists in a rural town. 

Full discussion of the legal issues 
involved in the exercise of the Com- 
mission’s authority in a situation such 
as is presented in this docket was had 
in Docket 2—U-996, supra; we see 
no need to repeat that discussion here. 
Suffice it to state that in the Oakland- 
Sumner matter, we held that the ter- 
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ritory in which the petitioners resid- 
ed was open and unserved territory 
with no public utility facilities there- 
in, that the Wisconsin Gas and Elec- 
tric Company was a near-by utility 
with the capacity to serve the peti- 
tioners, and that it was reasonable for 
the Commission in the interest of pub- 
lic convenience and necessity to order 
that utility to serve the petitioners in 
the open territory. 

Those holdings apply equally to the 
present case as to Madison Gas and 
Electric Company and the petitioners, 
and we shall direct and authorize the 


Madison utility to serve the four pe- 
titioners. ‘ 

Counsel for the Madison Gas and 
Electric Company protested against 
the assessment of costs of this pro- 
ceeding against the company. Sec- 
tion 196.85, Statutes, specifies the 
manner in which objection to assess- 
ment of costs may be made by a util- 
ity in order to have a determination 
by the Commission. If the company 
will avail itself of the method provid- 
ed by the statute, it can secure a rul- 
ing upon its contention which will be 
subject to court review. 





ARKANSAS SUPREME COURT 


Arkansas Power & Light Company 


5 2) 


Ben Roth 


[No. 4-4608.] 
(— Ark. —, 104 S. W. (2d) 207.) 


Payment, § 9 — Extent of liability — Tax on electricity. 
1. An electric customer is liable for and must pay a direct sales tax as 
part of his bill for service even though he has not expressly contracted to 
do so, since the obligation is implied by law under statutes requiring the 
electric company to collect from the consumer and making the company 
liable for such collection, p. 144. 


Payment, § 9 — Liability for sales tax. 
2. An electric company is required by the Sales Tax Act to add the tax 
to the sale price, and the sum total becomes the price which the purchaser 
must pay, the tax being a part of the cost to the consumer of the article 
sold, p. 144. 
Taxes, § 1 — Duty of utilities to collect — Sales tax. 
3. An electric company under the provisions of the Sales Tax Act has not 
only the right to collect the tax but is under the duty to do so, p. 144. 
Payment, § 9 — Liability — Effect of time extension — Sales tax. 
4. The action of an electric utility, obligated by a Sales Tax Act to collect 
the tax from consumers and to make returns on a specified date each month, 
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in extending the time for payment of bills by a customer beyond that date 
does not operate to deprive the company of the power or relieve it from 
the duty of collecting the tax, and indulgence by the electric company by 
time extension does not have the effect of relieving the customer from 


liability to pay the tax, p. 144. 


Payment, § 5 — Power of court — Discontinuance for nonpayment. 


5. Courts are without power to compel an electric utility company to con- 
tinue service to a customer who refuses to pay for it, p. 145. 


[April 19, 1937.] 


Fee from decree ordering the cancellation of a chattel 

mortgage given to secure payment of electric bills and 

enjoining discontinuance of service for nonpayment of a sales 
tax on electricity; reversed. 


APPEARANCES: House, Moses & 
Holmes and Eugene R. Warran, all 
of Little Rock, for appellant; Ingram 
& Moher, of Stuttgart, for appellee. 


FRANK G, SMITH, J.: The parties 
to this litigation entered into a con- 
tract whereby appellant, a public util- 
ity corporation, agreed to generate and 
furnish appellee, a rice grower, with 
electric power to use in connection 
with the cultivation of his rice crop. 
Appellee was unable to pay for the 
current monthly as bills were ren- 
dered, and he therefore gave appellant 
a chattel mortgage on all of his crop 
to secure the payment thereof, pay- 
able out of the proceeds of said crop. 
When the crop had been harvested, 
appellee paid the account, but refused 
to pay the sales tax thereon of 2 per 
cent. Appellant refused to cancel and 
surrender the mortgage, and when ap- 
pellee persisted in his refusal to pay 
the tax, appellant gave notice that 
service would be discontinued. There- 
upon appellee brought suit praying the 
cancellation of the mortgage and that 
appellant be enjoined from discontin- 
uing the service. The relief prayed 
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was granted in the decree from which 
is this appeal. 

For the affirmance of the decree it 
is argued that the sales tax is not a 
debt secured by the mortgage, and 
that the right to enforce payment of 
the tax is vested solely in the Com- 
missioner of Revenues. 

By § 6 of the act under which the 
sales tax is enforced and collected it 
is provided that “The state commis- 
sioner of revenues shall administer 
and enforce the assessment and col- 
lection of the taxes and penalties im- 
posed by this act.” Act No. 233, Acts 
1935, pp. 591, 595. 

Upon the question whether the tax 
is a debt, it may be conceded that it 
is not a debt in the sense that it is 
an obligation incurred by contract. 
But even that is not true here. The 
parties, by their contract for the serv- 
ice, have made it so. There appears 
in the application for service agree- 
ment the following recitals: “. . . 
it is understood and agreed that 
should the Federal, state, or any coun- 
ty or city government levy any ad- 
ditional direct tax upon the sale or 
manufacture of electric power or en- 
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ergy power, gas energy or power, or 
water sales, that the above rates or 
existing taxes to which such direct 
taxes may be applicable thereto, shall 
be increased by the amount of such 
additional taxing.” 

[1] However, appellee is liable for 
and must pay this tax even though 
he had not expressly contracted to do 
so. That obligation is implied by 
law. 

Section 9 of the Sales Tax Act 
(Acts 1935, p. 596), supra, provides 
that: “The tax hereby imposed shall 
be collected by the retailer from the 
consumer; and on or before the fif- 
teenth day of June, 1935, and on or 
before the fifteenth day of each cal- 
endar month thereafter, the retailer 
shall make a return or returns to the 
commissioner of revenues upon forms 
furnished by said commissioner, said 
return or returns to be made under 
oath or affirmation by the retailer.” 
If the appellant utility company has 
complied with the law, and there is 
no intimation to the contrary, it has 
made report of and settlement for the 
electric current furnished appellee and 
other customers by or before the 
fifteenth of each month. 

Section 10 of the acts (page 597) 
provides that: “Any retailer who 
shall neglect, fail, or refuse to col- 
lect the tax herein provided upon any, 
every, and all retail sales made by him 
or his agents or employees shall pay 
the same himself, which said amount 
may be collected by a distraint warrant 
as provided by § 18 of this act.” 

In § 17 (page 600) it is provided 
that: “It shall be unlawful for any 
retailer to assume or absorb the tax, 
or to advertise or hold out to the pub- 
lic or to any customer directly or in- 
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directly that the tax, or any part 
thereof imposed by this act will be 
assumed or absorbed by the retailer.” 

It thus appears to be the law that 
the retailer who fails, refuses, or neg- 
lects to collect the tax must pay it 
himself, and that it is unlawful for the 
retailer to assume or absorb the tax. 

[2] It is argued that the retailer 
has not failed, refused, or neglected 
to collect the tax, but has, on the 
contrary, made such effort to do so as 
the law requires and permits, and hav- 
ing failed in the effort, the tax must 
now be collected by the commissioner 
of revenues under the authority and 
power conferred by § 6 of the act, 
above quoted. It may be conceded 
that the utility company has not re- 
fused or neglected to collect the tax; 
but these are not the only conditions 
upon which the retailer is made liable 
for the tax. He is liable if he fails 
to collect it. He must add the tax to 
the sales price, and the sum total be- 
comes the price which the purchaser 
must pay. The tax is a part of the 
cost to the consumer of the article 
sold. S. R. Thomas Auto Co. v. 
Wiseman (1936) — Ark. —, 93 S. 
W (2d) 138. 

[3, 4] The contention that the com- 
missioner of revenues may pursue ap- 
pellee for this tax affords appellee no 
relief here. The commissioner may 
also pursue the retailer, and this is no 
doubt the usual practice. The en- 
forcement of the law would be im- 
practicable if the commissioner were 
required to collect from the consumer, 
for obvious reasons. 

In the case of Wiseman v. Phillips 
(1935) 191 Ark. 63, 84 S. W. (2d) 
91, 96, in which the Sales Tax Act 
was held valid and constitutional, it 
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was said: “It is certain that it is not 
a tax levied upon any one’s occupa- 
tion; therefore, not an occupation 
tax. The merchant is not taxed. He 
isa tax collector. The tax is required 
of the purchaser and the merchant 
must collect and account for it. The 
buyer’s occupation is not taxed. It 
is not a pursuit or occupation to buy 
at retail for use or consumption.” 

It appears, therefore, that the utility 
company not only had the right to col- 
lect the tax, but was under the duty 
to do so. Of course, with a com- 
modity like electric power it would 
not be possible to make collections as 
the power was furnished, for this was 
a constant and continuing act. The 
utility company might have made col- 
lections by or before the 15th of each 
month, when the law required it to 
make settlement ; but this extension of 
indulgence in payment did not operate 
to deprive the utility company of the 
power nor relieve it from the duty of 
making the collection. By agreement 
of the contracting parties payment 
was due upon harvesting the rice 


crop, and while this agreement was 
made at the peril of appellant and 
would not operate to relieve it from 
liability for failure to collect and make 
settlement with the revenue collector 
for the power sold, it does not have 
the effect of relieving appellee from 
liability to pay the tax. The tax was 
a part of the sales price and is, there- 
fore, a part of the debt secured by the 
mortgage, the foreclosure of which 
may be had if appellee persists in his 
refusal to pay the debt which the mort- 
gage secured. 

[5] It necessarily follows that the 
injunction restraining appellant from 
discontinuing service so long as appel- 
lee refused to pay the sales tax there- 
for must be dissolved. It is elemen- 
tary to say that courts are without 
power to compel a dealer to furnish a 
commodity to a purchaser who refuses 
to pay for it. 

The decree of the court below is, 
therefore, reversed, and the cause will 
be remanded, with directions to enter 
a decree conforming to the views here 
expressed. 





CALIFORNIA RAILROAD COMMISSION 


Re Los Angeles Gas & Electric 


Corporation et al. 


[Decision No. 29670, Cases Nos. 4138, 4149-51, 4180.] 


Rates, § 245 — Schedules — Effectiveness — Reliance on Commission action. 
1. A public utility company which expressly requests the Commission’s 
approval of schedules submitted is justified in placing such schedules in 
effect upon receipt of notice from the Commission that the schedules have 
been received and filed, although the Commission may not have made the 
exact finding contemplated by statute, where the company has relied upon 
the legal sufficiency of the action which the Commission has taken, p. 148. 
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Reparation, § 15 — Ineffectiveness of schedule — Procedyral defect in Commis- 


sion action. 


2. A failure upon the part of the Commission itself to follow some pro- 
cedural provision of the statute relating to approval of rate schedules may 
not be seized upon as a ground for a reparation award against a utility 
which has not violated any statutory duty, p. 148. 

Reparation, § 15 — Grounds — Violation of duty. 
3. The right of recovery in a reparation proceeding is derived from Public 


Utilities Act, § 71 alone, and a claimant must show that there has been a 
violation by a utility of a duty imposed by one of the provisions referred 


to in that section, p. 148. 


Reparation, § 32 — Filed schedule as defense. 
4. Once it is determined that the charge exacted by a public utility com 
pany was in accordance with the rate filed and in effect at the time, as re- 
quired by § 17(b)2 of the Public Utilities Act, there can be no recovery 
without proof that the charge was inherently unreasonable or discriminatory, 


p. 148. 


[April 12, 1937.] 


ene on claim for reparation; reparation denied. 


APPEARANCES: T. A. Hunter, for 
certain fuel clause interveners in Case 
No. 4138; V. O. Conaway, Benjamin 
S. Cooper, and F. A. Jones, for inter- 
veners in Cases 4149 and 4150; Neil 
G. Locke, for Los Angeles Gas and 
Electric Corporation; Thos. J. Reyn- 
olds and L. G. Rice, for Southern Cal- 
ifornia Gas Company. 


By the Commission: Acting up- 
on the petition filed by Los Angeles 
Gas and Electric Corporation for a 
rehearing of Decision No. 29287 di- 
recting this utility to pay the repara- 
tion claims demanded by certain of 
its surplus industrial gas consumers, 
the Commission ordered further hear- 
ing in these consolidated cases. Each 
complaint was for the recovery of 
reparations, and each was premised 
upon substantially the same legal the- 
ory. The Commission found, how- 
ever, that the Los Angeles Gas and 
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Electric Corporation alone was un- 
der a duty to pay the claims demanded. 
The facts as set forth in the earlier 
opinion need not again be reviewed 
except in so far as necessary to de- 
velop the exact issue here presented. 

For many years the surplus indus- 
trial gas schedules of these gas util- 
ities have contained a clause provid- 
ing for an automatic adjustment of 
rates to reflect changes in the market 
price of fuel oil. Under schedules 
formerly in effect the base rate for gas 
per thousand cubic feet increased or 
decreased one tenth of a cent for each 
upward or downward change of one 
cent in the posted price of oil per bar- 
rel. Revised schedules filed by one 
utility in 1930 and by the others in 
1933, the schedules here in question, 
provide for an adjustment in the gas 
rate equal to one-sixth instead of one- 
tenth of the change in the price of oil. 
The oil companies having in the fore 
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part of 1935 announced a price in- 
crease of 10 cents per barrel, the util- 
ities generally increased their charges 
for gas. It was this increase which 
gave rise to the reparation claims 
here involved, each complaint being 
grounded upon the theory that the re- 
vised schedules purporting to increase 
the old 1 to 10 price ratio to a ratio 
of 1 to 6 were illegally filed and there- 
fore never effective. 

The argument advanced by the 
complainants, in brief, is that no util- 
ity rate filing which results in an in- 
crease in the charge exacted may le- 
gally be accomplished except, as pro- 
vided in § 63 (a) of the Public Util- 
ities Act, “upon a showing before the 
Commission and a finding by the Com- 
mission that such increase is justi- 
fied.” As a matter of fact, they as- 


sert, no such showing was made be- 


fore the Commission nor was any 
finding made by it that the increase 
was justified. They conclude, there- 
fore, that such increased charges be- 
ginning in 1935 were unlawfully ex- 
acted and that reparations follow as 
a matter of course. 

A factual issue as well as one of 
law being involved, we should advert 
briefly to the circumstances surround- 
ing the filing of the revised schedules 
which complainants insist were filed 
in violation of the act. 

The first tariff filing of the South- 
ern Counties Gas Company in which 
the 1 to 6 ratio appears in the fuel 
oil clause was that made in February, 
1930, that particular schedule being 
one of many then filed in response 
to a general rate investigation insti- 
tuted by the Commission, and tender 
made by the utility of generally re- 
duced rates. (34 Cal. R. C. R. 141.) 
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In respect to the surplus industrial 
rates, the Commission said that the 
particular form they should take is 
to a considerable extent controlled by 
competitive conditions, the effect of 
which could best be determined by 
the utility itself. Hence, the Com- 
mission did not itself prescribe the 
schedules containing the 1 to 6 fuel 
oil clause, but later, when they were 
prepared and submitted by this utility, 
the Commission by supplemental or- 
der but without further hearing defi- 
nitely prescribed those schedules for 
the future. (34 Cal. R. C. R. 298.) 

The corresponding surplus gas 
schedules of the Southern California 
Gas Company carrying the 1 to 6 price 
ratio were first filed in June, 1933, 
these too being rate revisions filed 
along with others as a result of a gen- 
eral rate investigation and an offer 
by the utility to effect substantial rate 
reductions. By formal opinion and 
order the Commission expressly ap- 
proved the schedules tendered. (38 
Cal. R. C. R. 785 [1 P.U.R.(N.S.) 
523]). 

The rates of the Los Angeles Gas 
and Electric Corporation had been 
fixed in November, 1930 (P.U.R. 
1931A, 132) after a general rate in- 
vestigation, but those rates were sus- 
pended by litigation and were not 
made effective until after the court’s 
confirmation of the Commission’s or- 
der in May, 1933 (289 U. S. 287, 77 
L. ed. 1180, P.U.R.1933C, 229, 53 S. 
Ct. 637). The rate filings of the 
Southern California Gas Company 
approved in June, 1933, supra, were 
identical with those established for 
the Los Angeles Gas and Electric 
Corporation, except as to the surplus 
schedules above mentioned. Accord- 
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ingly, in order to make its schedules 
comparable, the Los Angeles Gas and 
Electric Corporation on August 10, 
1933, filed revised surplus gas sched- 
ules containing a similar 1 to 6 fuel 
oil clause, and in its letter transmit- 
ting those schedules to the Commis- 
sion it expressed the belief ‘hat the 
Commission would recognize the ne- 
cessity of uniformity in the rates of 
the two gas utilities. It requested that 
the revised schedules be approved and 
accepted for filing. After some de- 
lay, the Commission, by letter of No- 
vember 29, 1933, advised that the 
schedules had been received and filed, 
effective December 1, 1933. No pub- 
lic hearing was held on such applica- 
tion, and whatever finding the Com- 
mission may have made in respect to 
the increase resulting from the change 
in the fuel oil clause was not evi- 
denced by any formal opinion or or- 
der. 

From all the evidence surrounding 
the revisions thus made by the three 
gas companies in their surplus indus- 
trial rates, several facts stand out 
clearly. They at all times have been 
depressed rates, forced by competitive 
conditions, the form of which the 
Commission believed the utilities 
themselves could best prescribe as con- 
ditions necessitated. It was recog- 
nized that there should be reasonable 
uniformity between the rates of these 
three utilities serving the Los An- 
geles area. So in each instance when 
these revised schedules containing the 
challenged fuel oil clause were sub- 
mitted to the Commission for approv- 
al, the Commission did not deem it 
necessary that a formal showing at 
public hearing be made in justification 
of the rate increase possibly resulting 
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therefrom, nor seemingly did it deem 
it necessary to expressly find the in- 
crease to be justified. If there has 
been any dereliction of duty, it has 
been upon the part of the Commission 
itself in failing to make an express 
finding of justification for the in- 
crease, thus failing to conform its ac- 
tion to the standard which the stat- 
ute prescribes. 

[1-4] Applying these observations 
to the particular question of repara- 
tion here presented, we cannot find 
that the rate filings of any one of the 
three utilities were so clearly at vari- 
ance with the requirements of the stat- 
ute as to compel the conclusion that 
they were illegal and ineffective for 
any purpose. No substantial distinc- 
tion can be found between the filings 
of each to justify the conclusion that 
one was legally accomplished and not 
the other. Granting that the Commis- 
sion did not make the exact finding 
contemplated by § 63 (a), it is clear, 
nevertheless, that it intended its act 
in each case to be taken as complet- 
ing the filings and making them the 
legally effective rates for the future. 
Since each utility expressly requested 
the Commission’s approval of the 
schedules submitted, it cannot be said 
that they were not equitably justified 
in then placing those schedules in ef- 
fect, relying upon the legal sufficiency 
of the action which the Commission 
had taken. A failure upon the part of 
the Commission itself to follow some 
procedural provision of the statute 
may not be seized upon as a ground 
for a reparation award against a util- 
ity which has not violated any statu- 
tory duty. 

These conclusions compel our mod- 
ification of the decision previously 
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rendered and the dismissal of each of 
the reparation claims here presented. 
The right of recovery in such a pro- 
ceeding is derived from § 71 alone, 
and the claimant must show that there 
has been a violation by the utility of 
a duty imposed by one of those pro- 
visions referred to in that section. 
Golden State Milk Products Co. v. 
Southern Sierras Power Co. (1929) 
33 Cal. R. C. R. 83. Once it is de- 
termined that the charge exacted was 
in accordance with the rate “filed and 
in effect at the time,” as required by 
§ 17 (b) 2, there can be no recovery 
without proof that the charge was in- 
herently unreasonable or discrimina- 
tory. The complainants in each case 
have failed to make such a showing. 
At the rehearing of these matters 
on February 24, 1937, the legal ques- 
tions here involved were fully argued, 


but a request was made by complain- 
ants for a further hearing at which 
they might examine certain Commis- 
sion and utility employees. The re- 
quest is denied. Nothing could be 
added to the present record in ampli- 
fication of the facts already presented. 

Two complaints not consolidated 
with the above and not yet formally 
heard are on file, namely, Case No. 
4178, Alhambra Kilns, Inc. v. Los 
Angeles Gas & Electric Corp., and 
Case No. 4179, Cubbison Cracker Co. 
v. Southern California Gas Co. These 
also are claims for reparation, appear- 
ing to plead the identical violations 
alleged in the cases above. As most of 
the complainants were interveners in 
the above proceedings, we believe that 
the order of dismissal here made will 
justify the entry of a similar order in 
these two matters. 





CALIFORNIA RAILROAD COMMISSION 


Re Los Angeles Gas & Electric 


Corporation et al. 


[Decision No. 29667, Application No. 21079.] 


Certificates of convenience and necessity, § 37 — When required — Operation by 


transferee. 


A new certificate of public convenience and necessity is not necessary where 
the transfer of certificates of one public utility to another is authorized. 


[April 12, 1937.] 


F sperms for authority to merge corporations and in con- 

nection therewith for authority to issue and exchange 

stock and for a certificate of public convenience and necessity; 
merger and stock issues authorized. 
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APPEARANCES: LeRoy M. Ed- 
wards and J. T. Reynolds, for appli- 
cants; Ray L. Chesebro, City Attor- 
ney, and Wm. J. Carr, Public Util- 
ities Counsel, for the city of Los An- 
geles, interested party; Leonard A. 
Diether, Special Counsel, city of Pasa- 
dena, interested party; Harold P. 
Huls, City Attorney, city of Pasa- 
dena, interested party; S. M. Lanham, 
for the Board of Public Utilities and 
Transportation of the city of Los 
Angeles, interested party; Bart F. 
Wade, for F. H. Asbury, stockholder 
in both companies. 


By the Commission: In this ap- 
plication the Railroad Commission is 
asked to make an order authorizing: 

(a) The merger of Los Angeles 
Gas and Electric Corporation and 
Southern California Gas Company in- 
to Southern California Gas Company, 
under the provisions of § 361 of the 
Civil Code of the state of California, 
upon the terms and conditions set 
forth in the proposed merger agree- 
ment filed as amended Exhibit D; 

(b) Southern California Gas Com- 
pany to issue its preferred stock, se- 
ries A, and its common stock in the 
amounts and for the purposes set 
forth in said proposed merger agree- 
ment, filed as amended Exhibit D. 

The Railroad Commission is also 
asked to make an order certifying 
that public convenience and necessity 
require the exercise of all rights and 
privileges under all franchises and 
permits of the Los Angeles Gas and 
Electric Corporation to which the 
Southern California Gas Company 
shall succeed as the surviving corpo- 
ration under the merger provided for 
in amended Exhibit D. 
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The Los Angeles Gas and Electric 
Corporation and the Southern Cali- 
fornia Gas Company are through 
stock ownership controlled by Pacific 
Lighting Corporation. 

Pursuant to the authority granted 
by Decision No. 29438 dated January 
6, 1937, in Application No. 20933 
Los Angeles Gas and Electric Corpo- 
ration sold all of its electric properties 
to the city of Los Angeles through 
the Department of Water and Power 
of said the city of Los Angeles. The 
company is now engaged as a public 
utility in the transmission, delivery, 
and sale of gas to its consumers with- 
in the city of Los Angeles and other 
incorporated and unincorporated com- 
munities in Los Angeles county. 

Southern California Gas Company, 
hereinafter sometimes referred to as 
the surviving corporation, is engaged 
as a public utility in the transmission, 
sale, and delivery of gas to its con- 
sumers within the city of Los An- 
geles and to consumers within incor- 
porated and unincorporated territory 
within the counties of Los Angeles, 
San Bernardino, Riverside, Kern, Tu- 
lare, Fresno, and Kings. It has also 
pipe lines and other facilities for the 
collection and transportation of gas 
within the county of Ventura. 

Applicant’s petition shows Los An- 
geles Gas and Electric Corporation 
has authorized 300,000 shares of 6 
per cent preferred capital stock of 
the par value of $100 each, of which 
190,191 shares are issued and out- 
standing and 4,992 are treasury 
shares, and has authorized 300,000 
shares of common capital stock of the 
par value of $100 each, of which 
there are issued and outstanding 200,- 
000 shares. The Southern California 
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Gas Company has authorized 160,000 
shares of preferred capital stock of 
the par value of $25 each, of which 
there are issued and outstanding 159,- 
956 shares ($3,998,900 par value) ; 
and has authorized 2,240,000 shares of 
preferred stock, series A, of the par 
value of $25 each, of which there are 
issued and outstanding 22,268 shares 
($556,700 par value) ; and has author- 
ized 1,600,000 shares of common cap- 
ital stock of the par value of $25 each, 
of which there are issued and out- 
standing 352,000 shares ($8,800,- 
000 par value). 

The articles of incorporation of 
Southern California Gas Company 
provide that the holders of both classes 
of preferred stock are entitled, with- 
out preference or distinction as be- 
tween such two classes of stock, to 
receive a fixed yearly dividend of 6 


per cent before any dividend is paid 
on common stock. The dividends on 
both classes of preferred stock are 
cumulative and any deficiency shall be 
paid before any dividend is paid on 


common stock. In case of liquidation 
or dissolution, the holders of pre- 
ferred stock and the holders of pre- 
ferred stock, series A, are entitled, 
without preference or distinction as 
between such two classes of stock, to 
be paid in full both the par value of 
their shares and the accrued dividend 
charge before any amount is paid to 
the holders of common stock. But 
on any such liquidation or dissolution, 
after the payment to the holders of 
common stock of its par value, no 
further distribution shall be made to 
the holders of preferred stock, series 
A, and the remaining assets and 
funds shall be divided pro rata among 
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the holders of preferred stock and the 
holders of common stock. 

The merger agreement, Amended 
Exhibit D, provides that each share 
of preferred stock of Los Angeles 
Gas and Electric Corporation, having 
a par value of $100, shall become and 
be converted into four fully paid 
shares of preferred stock, series A, 
of the Surviving Corporation, having 
a par value of $25 each. Each share 
of common stock of Los Angeles 
Gas and Electric Corporation having 
a par value of $100, shall become and 
be converted into four fully paid 
shares of common stock of the Sur- 
viving Corporation, having a par val- 
ue of $25 each. 

Upon the consummation of the 
merger the Surviving Corporation will 
have issued 159,956 shares of its pre- 
ferred capital stock of the par value 
of $25 each ($3,998,900 par value) ; 
803,000 shares of its preferred capital 
stock, series A, of the par value of 
$25 each ($20,075,000 par value) and 
1,152,000 shares of its common cap- 
ital stock of the par value of $25 each 
($28,800,000 par value). 

The Los Angeles Gas and Electric 
Corporation has no funded debt. The 
funded debt of the Surviving Corpo- 
ration now is and will be as follows: 
—$12,500,000 of 43 per cent bonds 
due March 1, 1961, and $15,000,000 
of 4 per cent bonds due August 1, 
1965. 

Mr. A. B. Macbeth, president of 
Southern California Gas Company, 
testified that savings in the operation 
of the two corporations would result 
from the proposed merger and that 
such merger would be a convenience to 
the consumers. 

19 P.U.R.(N.S.) 
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No one appearing at the hearing ob- 
jected to the granting of the applica- 
tion. Leonard A. Diether, special 
counsel for the city of Pasadena, re- 
quested applicants to stipulate that the 
Surviving Corporation will assume 
any obligation under the judgment in 
Case No. 373,061 in the superior 
court of Los Angeles county which 
is an action of the city of Pasadena 
against the Los Angeles Gas and Elec- 
tric Corporation, in the event the su- 
preme court of the state of California 
affirms the judgment. LeRoy M. Ed- 
wards stated that under the law the 
Surviving Corporation will automat- 
ically do that and that the Surviving 
Corporation has no objection to mak- 
ing a stipulation that if and when any 
judgment becomes final in that case, 
the Surviving Corporation will re- 
spond to it. Paragraph 7 of § 361 
of the Civil Code of California reads: 

“Upon the merger or consolidation, 
as provided herein, the separate ex- 
istence of the constituent corpora- 
tions shall cease, except that of the 
Surviving Corporation in case of mer- 
ger, and the consolidated or surviv- 
ing corporation shall succeed, with- 
out other transfer, to all the rights 
and property of each of the constituent 
corporations, and shall be subject to 
all the debts, liabilities, and duties of 
each, in the same manner as if the 
surviving or consolidated corporation 
had itself incurred them. 

“All rights of creditors and all liens 
upon the property of each of said 
former corporations shall be preserved 


unimpaired, limited in lien to the prop- 
erty affected by such liens immediately 
prior to the time of the consolidation 
or merger. 

“Any action or proceeding pending 
by or against any of such constituent 
corporations may be prosecuted to 
judgment, which shall bind the new 
or surviving corporation, or the new 
or surviving corporation may be pro- 
ceeded against or substituted in their 
place.” 

As said, the Commission is asked 
to make an order certifying that pub- 
lic convenience and necessity require 
the exercise of all rights and priv- 
ileges under all franchises and permits 
of Los Angeles Gas and Electric Cor- 
poration to which the Southern Cal- 
ifornia Gas Company shall succeed as 
the Surviving Corporation. Appli- 
cants have filed a list of the franchises 
owned by Los Angeles Gas and Elec- 
tric Corporation. Such list is attached 
hereto as Exhibit A. The list also 
shows the numbers of the Commis- 
sion’s decisions granting Los Angeles 
Gas and Electric Corporation certifi- 
cates of public convenience and neces- 
sity to exercise the rights granted by 
the several franchises. Inasmuch as 
the order herein will authorize the 
transfer of the certificates which the 
Commission has granted to Los An- 
geles Gas and Electric Corporation to 
Southern California Gas Company, we 
do not think it necessary to grant said 
Southern California Gas Company a 
new certificate of public convenience 
and necessity. 
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Northern States Power Company et al. 


[2-U-657.] 


Discrimination, § 99 — Electric rates — Room count. 


Rates, 


Rates, 


1. A schedule of rates based upon a real estate room count is discrimina- 
tory, p. 155. 


§ 296 — Forms — Fixed charge. 


2. A rate schedule which provides for a monthly fixed charge covering only 
customer costs, regardless of the amount of energy used, is more satisfac- 
tory than room rates, p. 155. 


§ 264 — Customer costs. 


3. Customer costs include meter reading and testing, making out bills, de- 
livering bills, collecting payments, keeping records of each customer’s ac- 
count, sundry commercial administrative expenses, fixed charges such as 
taxes, depreciation, and interest on the investment in the company-owned 
property on the customer’s premises, and the maintenance and servicing of 
such equipment, p. 155. 


§ 351 — Electric — Commerial lighting. 

4. Better lighting campaigns and the promotion of the use of additional 
appliances are seriously handicapped where commercial lighting rate sched- 
ules do not provide for energy at a rate lower than 4.275 cents net per 
kilowatt hour, p. 157. 

§ 294 — Fixed-charge type — Commercial lighting. 

5. The arguments for the fixed-charge type of rate apply with equal force 
to commercial lighting service as to residential service, p. 157. 

§ 347 — Electric — Small power — Motors. 


6. A promotional feature of a commercial lighting rate schedule to permit 
a total power load of not over 5 horsepower, with no individual motor over 
2 horsepower to be served through the same meter and under the same 
rate, should prove beneficial to both the customers and the company, since 
it reduces the customers’ bills for small power service and eliminates the 
necessity for two services and meters on the part of the company, p. 157. 


[May 27, 1937.] 
| geese on motion of the Commission of the rates, 
rules, practices, and activities of two electric utility com- 
panies; new rate schedules ordered, resulting in a reduction 
in revenue. 


¥ 


By the Commission: Under date vestigation in the above docket. At 
of December 7, 1933, the Commission that time the Commission had pend- 
issued its order for and notice of in- ing twenty-two formal complaints 
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against various rates, rules, and prac- 
tices of the respondents, all of which 
were consolidated under docket 2—U- 
657 (4 P.U.R.(N.S.) 395). 

Hearings relative thereto have been 
held as follows: 

March 5, 6, October 22, 1935, at 
Eau Claire; May 2, September 26, 27, 
30, November 15, December 9, 10, 11, 
12, and 13, 1935, at Madison; Feb- 
ruary 12, 13, 14, 17, May 5, 6, 7, 8, 
11, 12, June 17, 18, 19, September 30, 
1936, at Madison. 

The following appearances were 
entered at one or more of the hear- 
ings: 

Northern States Power Company, 
by G. V. Rork, Division Manager, 
N. H. Buckstaff, Assistant Treasurer, 
and L. N. Gobler, Auditor; Bundy, 
Beach & Holland, Attorneys, Eau 
Claire, by P. M. Beach and J. M. 
Campbell; Cummins, Hagenah & 
Flynn, Attorneys, Chicago, by Paul 
Reiss (deceased) ; city of Eau Claire, 
by John B. Fleming, Corporation 
Counsel, D. D. Lockerby, Mayor, and 
A. R. Garnock, City Engineer; Citi- 
zens’ Taxpayers League, Eau Claire, 
by C. H. Stuck; city of Viroqua, by 
Peter Hexvold, Councilman; city of 
Loyal, by Pat Lindner; city of La 
Crosse, by Oscar Swennes, City At- 
torney (deceased) and Fred E. Steele, 
City Attorney; city of Sparta, by 
L. J. Goodman, City Attorney; city 
of Chippewa Falls, by J. E. Pan- 
nier, City Attorney; H. J. Bowe, 
Chippewa Falls, P. A. Hemmy, Hum- 
bird, Arthur Hitt, Alma, C. C. Ken- 
nedy, town of Seymour, A. J. Liehe, 
Chippewa Falls, L. E. Moh, Granton, 
L. A. Mohr, Bloomer, Earl Robin- 
son, Mondovi, Wm. Rubenbauer, Al- 
ma Center, Chester Smith, Loyal, 
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Sidney Smith, Isoyal, and John Woc- 
jik, Thorp. 

Since the inception of this case the 
Commission’s engineering staff has 
completed cost of reproduction and 
estimated historical cost appraisals of 
the electric property of the Northern 
States Power Company. In addition, 
the Commission’s accounting staff 
has made an estimated historical cost 
study of the property. The company 
also has completed cost of reproduc- 
tion and historical cost appraisals of 
its electric property. Both the Com- 
mission’s staff and the company in- 
troduced detailed cost analyses based 
upon the respective appraisals, and 
voluminous testimony has been pre- 
sented in connection therewith. 

Wide differences exist in both the 
appraisals and the bases of the differ- 
ent cost analyses. A final disposition 
of the case will require a reconcilia- 
tion of these differences. In this con- 
nection, the Commission’s staff and 
the company are now engaged in a 
verification of the historical cost of 
the entire property of the Northern 
States Power Company. 

When completed, such a verification 
should enable both the company and 
the Commission to ascertain more ac- 
curately the fair and reasonable val- 
ue of the property involved. Consid- 
erable progress in this work has al- 
ready been made and it should be con- 
tinued as expeditiously as possible. 

However, the Commission is of the 
opinion that a major revision in the 
electric rates of this company is nec- 
essary at this time and is warranted 
by the record in this case so far es- 
tablished. This proposed revision in 
rates has been the subject of numer- 
ous conferences between the Commis- 
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sion and the company. The specific 
rates set forth below as well as the 
immediate future rate program out- 
lined herein have been agreed to by 
the company as a result of these con- 
ferences. It should be distinctly un- 


derstood, however, that the rates and 
rate program ordered are for the pur- 
poses of this interlocutory order only 
and that the level of revenues estab- 
lished thereby is subject to review and 
revision upon the completion of the 
Commission’s investigation herein. 


Electric Rates 


For purposes of convenience in dis- 
cussing rates the term “company” 
shall be used to refer to both North- 
ern States Power Company of Wis- 
consin and Midland Public Service 
Company. 


Residential Service 


[1] The Northern States Power 
Company is the only large electric 
utility in the state serving a wide- 
spread area which still has room rates 
in effect throughout its territory. For 
a number of years the company has 
been applying a schedule of rates 
based upon a real estate room count. 
We believe that this type of schedule 
is discriminatory in several respects. 
Complaints received by the Commis- 
sion from time to time, as well as tes- 
timony at various hearings, indicates 
that customers have difficulty in un- 
derstanding their bills and that the 
real estate type of rate causes many 
complaints. It is difficult for the com- 
pany to explain and the average cus- 
tomer to understand why, within the 
limits specified in the present rates, a 
customer in a large house should be 
required to pay the top price and the 
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secondary prices for more kilowatt 
hours than does the customer in a 
small house. Moreover, this differ- 
ential in the size of the block, depend- 
ing on the size of the house, appears 
to result in charging different rates 
for electricity used for lighting and 
small appliances at a time when the 
use of electricity in household appli- 
ances has become a widespread con- 
venience. The removal of such a type 
of rate will reduce the cost of inves- 
tigating complaints, reduce the cost 
of administering the rate, and temper 
criticism caused by using a rate not 
readily understood. With the rapid 
development in the last few years in 
the use of electrical appliances the re- 
lationship between the size of the 
home and demand for and use of elec- 
tricity has been seriously unbalanced. 
An electrified kitchen in a small mod- 
ern home would require and use more 
electrical energy than a large home of 
a few years ago. Another element of 
discrimination results from the fact 
that it is practically impossible to keep 
a currently accurate check of the num- 
ber of rooms which should be used 
for billing each residential customer. 
Both the Commission and the com- 
pany have previously taken cogni- 
zance of the discriminatory features 
inherent in room rates by making ef- 
fective as of July 1, 1935, a schedule 
of “objective rates’ of a different 
type, together with an inducement 
rate, in order to encourage customers 
to increase consumption. 

[2,3] In all of its recent rate ad- 
justments the Commission has sought 
to establish on a statewide basis a 
standard form of rate which is rela- 
tively simple, easier for the customer 
to check, and approximates closely 
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the cost of serving customers using 
different amounts of energy. The 
Commission has concluded that a rate 
schedule which provides for a month- 
ly fixed charge covering only the so- 
called customer costs to be paid re- 
gardless of the amount of energy 
used is a more satisfactory rate than 
the present room rates of this com- 
pany. Under the proposed schedule 
the fixed charge is designed so as to 
include only the strictly customer 
costs which are to a large extent in- 
dependent of the amount of energy 
used. Customer costs include meter 
reading and testing, making out bills, 
delivering bills, collecting payments, 
keeping records of each customer’s 
account, sundry commercial adminis- 
trative expenses, the fixed charges 
(taxes, depreciation, and interest) on 
the investment in the company-owned 
property on the customer’s premises 
(service drop, meter, etc.) and the 
maintenance and servicing of such 
equipment. 

Most customers are familiar with 
these readily visible elements in the 
cost of rendering electric service and 
can understand how they may be 
assigned on a per customer basis. 
Heretofore such costs have been 
merged with other costs and included 
in the prices for energy. It is the 
Commission’s conclusion that the 
segregation of these costs in a sepa- 
rate portion of the rate, distinct from 
the prices for energy and paid no mat- 
ter how much energy is: used, makes 
the rate more understandable to the 
customers, tends to place all custom- 
ers on an equal footing, and makes it 
easier for the customer to check his 
own bill. 

The following rates are of the fixed 
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charge type and are designed to sub- 
stantially reduce the bills of the ma- 
jor portion of the company’s residen- 
tial customers. On the basis of pres- 
ent consumer data it is estimated that 
the proposed rates will yield a reduc- 
tion not to exceed $100,000 a year 
for the Wisconsin territory of the 
company and Midland Public Service 
Company. This reduction is equal to 
approximately 10 per cent of the com- 
pany’s present revenues from residen- 
tial customers. Part of this reduc- 
tion has already been sustained, due 
to the application of the low-cost raté 
plan. [Schedules omitted.] 

As is always the case where rates 
of the fixed charge type are substitut- 
ed for rates of a different design, 
some monthly bills will be increased. 
In this particular case, practically all 
the monthly bills of 3-room customers 
will be increased, as well as some of 
the bills for 4-room customers and 
customers living in larger houses with 
abnormally low consumptions. In to- 
tal, for all communities, about 75,- 
000, or 21.5 per cent of the monthly 
bills during a year for residential 
lighting service, will be increased al- 
though of course the percentage of 
customers increased on an annual 
basis would be considerably less. 

With the introduction of the above 
rates the following present residen- 
tial lighting schedules of the company 
should be withdrawn: Schedules Le— 
1, Le-2, Le-3, La-1, La-2, La-3, 
Lc-4, Led-1, Le-5. Also it appears 
that Schedules Pak—-1, Pak-—2, and 
Pak-—3, applicable to heating and cook- 
ing service, should be withdrawn. 


Commercial Lighting Service 
The present standard rates of 
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Northern States Power Company and 
Midland Public Service Company are 
of the block type and have remained 
unchanged since 1929. In addition 
the company also has in effect several 
commercial schedules of the connected 
load type. It appears from the past 
record of rate revisions that commer- 
cial lighting customers have not re- 
ceived equitable consideration in the 
allocation of available rate reductions. 
As a consequence the level of commer- 
cial lighting rates is high in compar- 
ison with the level of rates to other 
classes of customers. 

[4] In addition, the present com- 
mercial lighting rates are seriously 
lacking in promotional features. The 
lowest step on any of the schedules 
is 4.275 cents net per kilowatt hour 
and in most cases it is 4.75 cents per 
kilowatt hour. Obviously, better light- 
ing campaigns and the promotion of 
the use of additional appliances are 
seriously handicapped where the rate 
schedules do not provide for energy 
at a rate lower than 4.275 cents net 
per kilowatt hour. 

[5] In connection with the discus- 
sion of residential service we have 
heretofore explained the advantageous 
features and purposes of rates of the 
fixed charge type. The arguments for 
the fixed charge type of rate apply 
with equal force to commercial light- 
ing service. 

[6] As in the case of residential 
service, schedules of the fixed charge 
type have been designed to replace all 
of the company’s present schedules 
for commercial lighting service. An 
additional promotional feature not in- 
cluded in present schedules is a provi- 
sion to permit a total power load of 
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not over 5 horsepower with no indi- 
vidual motor over 2 horsepower to be 
served through the same meter and 
under the same rate. This should 
prove beneficial to both the customers 
and the company since it reduces the 
customers bills for small power serv- 
ice and eliminates the necessity for 
two services and meters on the part of 
the company. 

On the basis of present consump- 
tion it is estimated that the proposed 
rates will reduce the bills of commer- 
cial customers about $101,000, exclu- 
sive of the new feature of additional 
power permitted under the rate sched- 
ule. It is difficult to estimate the ad- 
ditional reduction resulting from the 
additional power permitted but we do 
not believe it will bring the total re- 
duction to more than $110,000 per 
year for the Wisconsin portion of 
Northern States Power Company and 
Midland Public Service Company. 
The $110,000 is in excess of 16 per 
cent of present revenue and will af- 
fect nearly all customers. Because of 
the change in the type of rate sched- 
ule some bills with less than normal 
consumption will be increased. It is 
estimated that 16,000 monthly bills, 
or about 22 per cent of the total 
monthly bills, will be increased by rel- 
atively small amounts. Since practi- 
cally all of these increases occur at 
less than normal consumption, most 
customers will pay less on an annual 
basis under the new rates. 

The proposed rates are as follows: 
[Schedule omitted. ] 

The installation of the above rates 
will supersede all of the company’s 
present commercial lighting schedules 
which should be withdrawn. The 
schedules to be withdrawn are Lb-1, 
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Lb-2, Lb-3, Lb-4, Lb-5, Lb-7, 
Lb-8, La—1, La-2, La-3, and Lbd-1. 


Commercial Cooking and Heating 
Service 


In addition to schedules Pak-—l, 
Pak-—2, and Pak—3 which are general 
heating and cooking rates available to 
both residential and commercial cus- 
tomers, the company has two sched- 
ules Pbk—1 and Pbk-3 available for 
commercial heating and cooking serv- 
vice only. As previously pointed out 
we believe that the present schedules 
Pak—1, Pak-—2, and Pak-—3 should be 
withdrawn. In lieu of the present 
commercial heating and cooking 
schedules the following schedule is 
proposed to be available in all com- 
munities served by the company. 
[Schedule omitted. ] 

On the basis of information now 
before us, it appears that the proposed 
rate will result in a reduction to com- 
mercial heating and cooking custom- 
ers of about $11,000 per year. Only 
customers on schedule Pak-3 would 
have a possibility of being increased. 
There were only two customers on 
this schedule in 1935. It may develop 
that an off-peak provision to cover 
large baking and heat-treating process- 
es will be required as an addition to 
the above rate. If the necessity for 
such a provision arises the Commis- 
sion will consider it at the time. 


Street Lighting Service 


At the present time the Northern 
States Power Company is applying a 
series of more or less standard charg- 
es per lamp for overhead street light- 
ing service. However, some schedules 
which apparently were inherited by 
the present company contain footage 
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charges in addition to the regular 
charges per lamp. In all cases the 
schedules available in the various 
communities are covered by individ- 
ual term contracts. As a result of the 
negotiation of individual term con- 
tracts over a period of years there 
has been a considerable deviation in 
the rates charged for street lighting 
service. 

The Commission is of the opinion 
that a reduction of rates for over- 
head street lighting service is war- 
ranted. However, instead of prescrib- 
ing a standard schedule of rates to be 
made effective immediately we believe 
that the street lighting needs of the 
various communities would be best 
met by permitting the company to ne- 
gotiate new term contracts over a pe- 
riod of six months following the ef- 
fective date of this order under a pro- 
gram and with a schedule or schedules 
of rates to be submitted to the Com- 
mission for its approval before Sep- 
tember 1, 1937. Upon signing of a 
new contract the rates are to be ef- 
fective as of the date offered. We 
wish to point out that in some cases 
there appears to be a necessity for 
counterbalancing reductions in the 
rates for overhead service by increas- 
es in rates for ornamental service. In 
connection with its program for 
standardizing street lighting schedules 
the company will also develop a stand- 
ard practice relative to the handling 
of outages and the spacing of over- 
head systems and the amount of main- 
tenance for which the company will 
be responsible on ornamental systems. 
Within ninety days after January 1, 
1938, the company will submit for ap- 
proval new schedules covering orna- 
mental street lighting service. 
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Resale Service 


Up until a few months ago, North- 
ern States Power Company had been 
applying one standard rate schedule 
to all of its resale customers when no 
interchange of energy was involved. 
Since that time the company agreed 
to slightly lower rates for several of 
the resale customers served. More 
recently the company entered into a 
new term contract with the city of 
Westby which provided for a rate 
schedule similar to that included in 
the Commission’s order on rehearing 
of November 17, 1936, in docket 2- 
U-992 (see 17 P.U.R.(N.S.) 124). 
This order required the company to 
apply a certain schedule of rates to ru- 
ral electric codperative associations 
within its territory. The rate provid- 
ed in the order in docket 2—U-—992 
should now be made available to all 
resale customers (exclusive of inter- 
change power customers) served by 
the company. The rate is as follows: 
[Schedule omitted. ] 

On the basis of recent data, the ap- 
plication of the above schedule will 
result in an annual reduction of ap- 
proximately $21,000 to all of the re- 
sale customers in Wisconsin, includ- 
ing the village of Colby, which is a 
resale customer of Midland Public 
Service Company, which in turn is a 
resale customer of Northern States 
Power Company. 

As in the case of street lighting 
service, we believe that the company 
should be given a limited period of 
time to negotiate new term contracts 
with its resale customers. We believe 
that a period of sixty days from the 
effective date of this order will per- 
mit the company sufficient time to ne- 
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gotiate these contracts, which upon 
signing are to become effective as of 
the date offered. 


Service to Wisconsin Public Service 
Corporation 


It is recommended that this service 
be covered by a contract which defi- 
nitely states the amounts and classifi- 
cations of power available together 
with appropriate rates. At the pres- 
ent time all energy furnished to Wis- 
consin Public Service Corporation is 
billed at .5 cents per kilowatt hour. 
The rate filing, however, does not dis- 
close the classification of power fur- © 
nished. Said contract shall be filed 
with the Commission not later than 
ninety days following the effective 
date of this order. 


Rural Service 
Under date of April 21, 1937, the 


Commission issued an interlocutory 
order in 2—U-657, providing for a 
new and revised schedule of rural 
rates and extension rules. Under the 
terms and conditions of that order 
the new rates would effect an annual 
reduction of approximately $17,000 
per year. The order provided for the 
application in rural territory of the 
company’s then existing commercial, 
power, and heating and cooking rates 
available in its small communities sub- 
ject to certain minimum and service 
charges. Since the order herein pro- 
vides for revised rates for commer- 
cial and heating and cooking service 
in small communities, these revised 
rates should be now made applicable 
to rural customers requiring such serv- 
ice. The application of these revised 
rates in rural areas will result in a 
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further annual reduction of approxi- 
mately $3,000 per year. 


Power Rates 
Schedule Pw 
Municipal Night Pumping Power Rate 


This schedule is available in the en- 
tire territory served at retail by the 
company. Since the hours of service 
thereunder are limited to six hours 
per night from 12 o’clock midnight 
to 6 a. M., the daily period when the 
company’s load is at the lowest point, 
the company should be in a position 
to offer a rate more favorable than 
the 2 cents per kilowatt hour rate 
now available. In view of this fact 
the following rate is proposed: 


Availability: For municipal water pump- 
ing on completely electrified gravity systems 
located adjacent to company’s lines. Service 
at this rate available between the hours of 12 
o'clock midnight and 6 a. m. 

Rate: 1.25¢ net per kw. hr. 

Discount: None. 

Minimum bill: $1 per month per hp. con- 
nected. 

Emergency use: In case energy is used 
during hours other than from 12 o’clock mid- 
night to 6 A. M. except in the case of fire 
(provided the office of the company specified 
in the contract is notified within twenty-four 
hours of the occurrence of such fire), the 
municipality will waive its rights to secure 
the above rate during the month in which such 
use occurred, and all energy during such 
month will be billed on the general power 
rate, schedule Pa-1, with the exception that 
the above minimum charge shall apply. 

Recording instruments: The company will 
install a suitable device to record the periods 
of operation for which the municipality shall 
pay a charge of $2 net per month. 


On the basis of present informa- 
tion, the application of the above rate 
will yield an estimated reduction of 
$500 per year. 

In connection with the other sched- 
ules available for power service, the 
company is now making a consumer 
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analysis of all of its power custom. 
ers. Until this information is avail- 
able and until the effect of the liberal- 
ization of the commercial lighting 
rates on customers now served on in- 
crement power rates can be observed, 
it would be quite difficult to set up a 
comprehensive schedule of power 
rates. However, before October 1, 
1937, the company has agreed to sub- 
mit for the approval of the Commis- 
sion coordinated revised schedules of 
power rates in which due recognition 
will be given to the sizes and load fac- 
tors at which the various schedules 
should dovetail into each other. Con- 
sideration will also be given to the es- 
tablishment of a combination lighting 
and power schedule applicable to good 
load factor lighting and power cus- 
tomers as well as institutions. The 
question of standby and auxiliary 
service and off-peak service will also 
be given consideration. 


Summary of Proposed Rate 
Revisions 

A recapitulation of the proposed 
revisions in rates indicates the follow- 
ing estimated annual reductions to 
the Wisconsin portion of Northern 
States Power Company and Midland 
Public Service Company: 
Commercial lighting service 
Residential lighting service 
Commercial heating and cooking .. 
Rural, commercial, and heating and 

cooking 


Resale service : 
Municipal power pumping 


All of the foregoing estimates of 
revenue losses are based upon the ap- 
plication of the revised rates to past 


consumption data. It is, of course, a 
well-known fact that seldom is the full 
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estimated loss experienced in rate re- 
ductions, particularly so far as elec- 
tric rates are concerned. The pro- 
posed rates for commercial and resi- 
denial service are of a much more 
promotional type than the rates that 
are now in effect. Under normal 
conditions the company’s actual loss 
under the proposed rates should be 
much less than the estimates indicate. 


The Commission finds and deter- 
mines, on the basis of the foregoing 
considerations and facts, pending the 
final findings and determinations in 
this case, that the existing rates and 
rules of Northern States Power Com- 
pany and Midland Public Service 
Company covered by this order are 
unreasonable and that the proposed 
new rates and rules are reasonable. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Power & Light Company 


[CA-458.] 


Service, § 198 — Extensions — Rural electric — Area basis. 
The application of the area basis for extension of electrical service in rural 
territory appears reasonable, since through its adoption a company is able 
to serve particular groups of prospective customers without waiting until 
the last potential customer in the area has signed, and if additional farmers 
decide to take service they are not penalized for delay. 


[June 28, 1937.] 


Farmer for authority to extend electric lines in rural 
territory; application granted. 


By the Commission: Wisconsin 
Power and Light Company, in an ap- 
plication dated May 14, 1937, request- 
ed authority to extend its rural lines 
to serve sixteen prospective customers 
located in the towns of Spring Green, 
Green county, and Avon, Rock county. 

Objection to the proposed exten- 
sion was waived by Rural Electrifi- 
cation Coérdination in a letter of 
May 25, 1937, under provisions of 
General Order 2—U-965 (15 P.U.R. 
(N.S.) 364.) However, because the 
company does not now operate in the 
[11] 
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town of Avon, Rock county, the Com- 
mission deemed a hearing desirable 
under provisions of § 196.49 (1), 
Statutes, and General Order 2—U-20 
(P.U.R.1932A, 411.) A notice of 
hearing and order for assessment of 
costs was issued on June 9, 1937. 

Appearances at the hearing, held in 
Madison on June 14, 1937, were as 
follows: Wisconsin Power and Light 
Company, by William Ryan, Attor- 
ney, Schubring, Ryan, Petersen and 
Sutherland, Madison, and B. E. Mil- 
ler, Secretary, Madison. 
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At the present time no public util- 
ity electric service is available in the 
town of Avon. 

A company witness testified that it 
considers this proposed extension to 
be an addition to a project, authority 
for the construction of which was in- 
formally granted by the Commission 
in a letter dated March 18, 1937 
(Docket CA-384). Together, the 
combined extensions consist of an in- 
vestment of $29,924.17 to serve sev- 
enty-seven customers. The company. 
has issued only one work order for 
the two groups of customers. 

From our records it would appear 
that the company is making a sus- 
tained effort to provide service to all 
farms in this area. For example, on 
March 3, 1937, application was made 
for authority to extend 17 miles to 
serve sixty customers located in the 
town of Spring Grove. Authoriza- 
tion was granted on March 18th 
(Docket CA—384). On April 1, 1937, 
the company made further applica- 
tion to extend 10 miles to serve thir- 
ty-two customers, all of whom are lo- 
cated in this area. Authorization for 
this construction was granted April 
10th (Docket CA-423). The pres- 
ent application, for authority to serve 
sixteen additional customers, would 
not quite meet with the company’s 
filed extension requirements if it were 
not considered as a part of the whole 
project. 

This application of the area basis 
for extension of electrical service in 
rural territory appears reasonable. 
Through its adoption the company 
is able to serve particular groups of 
prospective customers without wait- 
ing until the last potential customer’ 
in the area has affixed his signature 
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to a company service agreement. On 
the other hand, if additional farmers 
decide to take service within a rea- 
sonable time, they are not penalized 
for their delay; as in this case, they 
can be considered a part of the whole 
project and derive a direct benefit 
from the better customer density ex- 
perienced by the company in the first 
group or groups connected. 

The Commission finds, in view of 
the foregoing facts and considera- 
tions : 

1. That public convenience and ne- 
cessity require that Wisconsin Pow- 
er and Light Company be authorized 
under provisions of § 196.49 (1), 
Statutes, and Rule 1, General Order 
2-U-20, to operate as a public utility 
in the town of Avon, Rock county, 
Wisconsin. 

2. That public convenience and ne- 
cessity require that the company be 
authorized under § 196.49 (4), Stat- 
utes, and General Orders 2—U-20 and 
2—U-965 to extend its rural electric 
distribution system in the towns of 
Spring Grove, Green county, and 
Avon, Rock county, Wisconsin, as 
shown in its application in this dock- 
et. 

3. That such extension, if made, 
will not impair the efficiency of the 
service of the company, nor provide 
facilities unreasonably in excess of 
the probable future requirements, nor, 
when placed in operation, add to the 
cost of service without proportionate- 
ly increasing the value or available 
quantity thereof. 

It is therefore ordered, that Wis- 
consin Power and Light Company be 
and hereby is granted a certificate of 
authority to operate as a public elec- 
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tric utility in the town of Avon, Rock hereby is granted authority to extend 
county, Wisconsin. its rural lines in the towns of Spring 

It is further ordered, that Wiscon- Grove, Green county, and Avon, Rock 
sin Power and Light Company be and_ county, as requested herein. 





CALIFORNIA RAILROAD COMMISSION 


Re Southern California Edison Company, 
Limited 


[Decision No. 29749, Application No. 21065.] 


Municipal plants, § 13 — Commission jurisdiction — Rates. 


1. Rates charged by municipal electric plants are not subject to review by 
the Commission, p. 167. 


Discrimination, § 34 — Rates — Competitive conditions — Localities. 
2. A utility has the right to meet, in good faith, a competitive rate with- 
out rendering itself subject to a charge of unlawful locality discrimination, 
p. 167. 

Rates, § 140 — Reasonableness — Effect of competition — Plant leased from 

municipality. 

3. Where a municipality, pursuant to agreement, transfers a municipal util- 
ity plant to a public utility upon condition that the latter maintain its rate 
policy and keep such plant in good operating condition so that on breach 
of contract the city can resume operation, the competition justifying such 
utility in meeting the existing rates of the municipality continues to exist 
after execution of the agreement, p. 167. 


Municipal plants, § 32 — Lease to public utility corporation. 
4. The lease of a municipally owned electric plant to a competing electric 
utility corporation under an agreement continuing the present rate situa- 
tion, not adversely affecting the company’s consumers outside of the city, 
and obviating the enlargement of the generating plant in the city, making 
it possible for the company to recover at least some of its investment to 
serve the territory, was approved, p. 167. 


[May 10, 1937.] 


F apracnaesnn for order authorizing agreement providing for 

transfer to a city of certain electrical distribution property 

and a lease by an electric corporation of a municipal electric 
plant; application granted. 


¥ 


APPEARANCES: Roy V. Reppy and fornia Edison Company, Ltd.; Leon- 
B. F. Woodard, for Southern Cali- ard A. Diether, for Alhambra Action 
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League and Long Beach Municipal 
Defense League, protestants; Freder- 
ick W. Lake, for Howard McCurdy, 


protestant. 


By the Commission: The South- 
ern California Edison Company, Ltd., 
asks the Commission to enter its order 
authorizing applicant to carry out the 
provisions of the agreement filed in 
this proceeding as Exhibit A. 

Southern California Edison Com- 
pany, Ltd., hereafter sometimes re- 
ferred to as the Edison Company, is a 
corporation organized under the laws 
of California. It does a general elec- 
tric business throughout the territory 
in which it operates, covering all or 
parts of the following counties in 
central and southern California, Fres- 
no, Kings, Tulare, Kern, Santa Bar- 
bara, Ventura, Los Angeles, Riverside, 
San Bernardino, and Orange. Its 
1936 annual report shows that during 
that year it sold 2,811,171,385 kilo- 
watt hours of electric energy, from 
the sale of which it received $41,- 
274,000.20. During 1935 it sold 
2,517,053,690 kilowatt hours of elec- 
tric energy for $37,356,221.21. 

Prior to 1933 the Edison Company, 
so the record shows, was the sole dis- 
tributor of electricity within the city 
of Vernon. In 1930 the city of 
Vernon voted $3,900,000 of general 
municipal bonds of said city for the 
purpose of constructing its own elec- 
tric plant and transmission and distri- 
bution system within said city. A 
substantial part of said bonds were 
sold and the proceeds used to pay 
the cost of constructing a Diesel elec- 
tric generating plant and an electrical 
transmission and distribution system 
within the city of Vernon. The plant 
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was put in operation in June, 1933, 
Since then the city of Vernon and the 
Edison Company have been in compe- 
tition for the electrical business in the 
city of Vernon. The city of Vernon 
placed into effect a rate schedule which 
was about the same as the rates 
charged by the bureau of power and 
light of the city of Los Angeles. The 
Edison Company thereupon reduced 
its rates in the city of Vernon to the 
level of the city of Vernon rates. In 
spite of this reduction and the general 
parity of rates between the city of 
Vernon and the Edison Company, the 
city of Vernon is now doing about 60 
per cent of the electric business in 
said city and the Edison Company 
about 40 per cent. 

Exhibit No. 6 shows that for 1936 
the electrical business in the city of 
Vernon was as follows: 


1. Kw. hr. sales by city of Vernon 78,508,274 
2. Kw. hr. sales by Edison Co. ... 45,593,814 


124,102,088 
1. Revenue of city of Vernon .... $767,956.07 
2. Revenue of Edison Company .. 461,004.31 


$1,228,960.38 


The record shows that the generat- 
ing capacity of the city of Vernon 
plant has been absorbed and that the 
city is considering the installation of 
additional generating facilities. The 
execution of the agreement makes the 
enlargement of the plan unnecessary 
at this time. 


Under the agreement the electrical 
system of the city of Vernon and the 
distributing system of the Edison 
Company in the city of Vernon will 
be physically consolidated as an op- 
erating unit. To this end, the Edison 
Company transfers to the city of 
Vernon certain of its existing instal- 
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lation in the city of Vernon and 
agrees forthwith to do the physical 
work of connecting Edison Company 
consumers, except the Warman Steel 
Casting Company and Pacific Coast 
Steel Corporation in the city of Ver- 
non, with the Vernon distribution 
system, and agrees to construct a sub- 
station upon Vernon land adjoining 
Vernon’s generating plant. This sub- 
station will be the means through 
which the combined system can be 
supplied with power from Edison 
Company sources. By the terms of 
the agreement the city of Vernon 
leases the consolidated system to the 
Edison Company for a period of ten 
years with the option in the city of 
Vernon to renew the lease for succes- 
sive 10-year periods. The annual ren- 
tal to be paid by the Edison Company 
is computed on the basis of the matur- 
ing electric plant bonds of the city 


Item 


Transmission system 
Distribution system 

Vernon substation 

Vernon warehouse and garage 
Materials and supplies 


of Vernon, the payment of the semi- 
annual interest on said bonds, plus 2 
per cent of the gross receipts derived 
by the Edison Company from the sale 
of electricity within the city of Vernon 
to consumers on the consolidated sys- 
tem. The agreement contains a con- 
dition subsequent which provides that 
the city of Vernon can terminate said 
agreement at any time when the 
Edison Company in the city of 
Vernon charges rates higher than its 
rates on other portions of the Edison 
System within Los Angeles county, 
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or higher than the rates of the de- 
partment of water and power of the 
city of Los Angeles for similar serv- 
ice. In the event of the termination 
of the agreement because of the 
breach of this condition, the Edison 
Company will receive no compensa- 
tion for the properties it is now trans- 
ferring to the city of Vernon. If the 
agreement is not renewed by the city 
of Vernon at the end of a 10-year 
period, the Edison Company is en- 
titled to reimbursement for its ex- 
penditures on account of properties 
transferred to the city less accrued 
depreciation on such properties. 

The Edison Company represents 
that it has at present an investment 
of $1,403,000 in the city of Vernon 
and that of this sum $1,027,000 re- 
mains unaffected by the agreement. 
The two amounts are segregated as 
follows : 


Investment 
unaffected by 
agreement as 
per Exhibit 2 

$28,000.00 
125,000.00 


Present 
investment 
as per 
Exhibit No. 1 


$28,000.00 

501,000.00 

685,000.00 

94,000.00 

95,000.00 

$1,403,000.00 $1,027,000.00 

It will be observed that only the 
investment in the distribution system 
is affected, this being reduced from 
$501,000 to $125,000 or by the sum 
of $376,000. The $376,000 includes 
$58,000 of distribution system that 
will be transferred to the city of 
Vernon and $318,000 that will be re- 
moved. The property that will be re- 
moved consists of $217,000 of trans- 
formers which can be used on other 
portions of the Edison system and 
$101,000 represents poles and wires 
dismantled to avoid duplicating invest- 
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ment. The removal of the transform- 
ers is necessary because the city of 
Vernon system operates at 6,900 volts 
and part of the Edison system at 2,300 
volts, and part at 16,000 volts. The 
transformers the Edison Company is 
now using in Vernon will not operate 
on the Vernon system. 

The accrued depreciation on the 
$58,000 of distribution system that 
will be transferred by the Edison 
Company to the city of Vernon is 
estimated at $14,400. Under the 
agreement the Edison Company must 
bear the cost of consolidating the two 
systems. This calls for an investment 
estimated at $569,178, which, added 
to the $58,000 of existing property 
that will be transferred, making a 
total of $627,178. 

The investment of the city of Ver- 
non in its municipal electric system as 
of December 31, 1936, is reported at 
$3,799,749.55. The accrued deprecia- 
tion on the city of Vernon properties 
is said to be $488,709.11. Adding 
the said $627,178 to the said $3,799,- 
749.55 makes a total original invest- 
ment of $4,426,927.55 in property 
covered by the agreement. 

In 1936 the Edison Company real- 
ized $461,004.31 of revenue from the 
sale of electricity in the city of 
Vernon. In Exhibit No. 9 the Edison 
Company shows that if it were to lose 
the Vernon business its expenses dur- 
ing a low water year would be 
$183,000 less than they were in 1936, 
and during a high water year $130,000 
less. The difference between the two 
amounts is caused by a variation in 
fuel costs. During a low water year 
the fuel costs are reported at $77,000 
and in a high water year at $11,000. 
The variation in fuel costs results in 


a change in the Federal income tax. 
On the basis of its 1936 Vernon busi- 
ness, the Edison Company, were it not 
operating in Vernon, would suffer a 
loss of $278,000 in a low water year 
and $331,000 in a high water year. 

Had the agreement been in effect 
during 1936 the Edison Company, ac- 
cording to Exhibit No. 16, would have 
had an added net income of $136,000, 
Its out-of-pocket additional cost to 
operate the Vernon system is reported 
as follows: 


Bond retirement 
Bond interest 
2% of gross revenue ($1,229,000) 
Additional commercial expense ... 
Maintenance of Vernon generating 

plant 
Additional operation and mainte- 

nance: distribution system .... 45,000.00 
Taxes on leasehold 25,000.00 
Interest and depreciation on new 

money property ($532,000) 
Increment cost of additional load 

(78,500,000 kw. hr. @ 2 mills) .. 157,000.00 


Total additional expense 
Increase in gross revenue from 
present Vernon municipal system 768,000.00 
Less additional expense as above .. 600,000.00 


Net, subject to income tax . 
Income tax, 19% 


. -- $168,000.00 
32,000. 


Balance after taxes and all 


The issue raised by protestants re- 
volves around the question of the con- 
tinuance of competition. As indicat- 
ed, the Edison Company prior to 1933 
was the sole distributor of electric en- 
ergy in the city of Vernon. In that 
year the city placed its electric plant 
in operation and now has about 60 
per cent and the Edison Company 40 
per cent of the electric business in the 
city. The Edison rates in the city of 
Vernon are now the same as the city 
rates and are lower than in noncom- 
petitive territory. 
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[1-4] This Commission has no au- 
thority over the construction and op- 
eration of municipal electric plants. 
The rates charged by a city are not 
subject to review by us as are the 
rates of a private utility. The matter 
of allowing private utilities to meet 
the rates of publicly and privately 
owned plants was considered by the 
Commission in Decision No. 24214, 
dated November 9, 1931, 36 Cal. R. 
C. R. 766, P.U.R.1932B, 203. In 
that decision the Commission held that 
a utility had the right to meet in good 
faith a competitive rate without ren- 
dering itself subject to a charge of 
unlawful locality discrimination. Pro- 
testants do not challenge the rates now 
charged by Edison Company under 
existing conditions. But they contend 
that by the execution of the proposed 
agreement, competition between the 
city of Vernon and the Edison Com- 
pany is terminated and therefore the 
principles announced in Decision No. 
24214, dated November 9, 1931, su- 
pra, no longer apply. 

The city of Vernon is not selling 
its plant to the Edison Company. It 
is leasing the plant to the company 
for a term of ten years subject to 
several conditions. One of these con- 
ditions, dictated according to the rec- 
ord, by the city, is that the Edison 
Company will not charge in Vernon 
rates higher than those charged by 
the bureau of power and light of the 
city of Los Angeles or rates higher 
than it charges for similar service 
elsewhere in Los Angeles county. 
Thus, while the city transfers posses- 
sion of its plant to the Edison Com- 
pany, it does so only upon condition 
that its rate policy be maintained. The 
municipal plant must be kept in good 


operating condition and shall be op- 
erated under its own power, complete 
with all its auxiliaries, for a period of 
approximately thirty minutes, at inter- 
vals of not less than, nor more than, 
approximately once in each thirty 
days. While this operation will be 
under Edison Company management, 
its purpose is to assure to the city 
of Vernon a plant ready for opera- 
tion whenever it has cause to termi- 
nate the agreement. In effect, there- 
fore, the competition which now exists 
justifying the Edison Company to 
meet the existing rates of the city of 
Vernon will continue to exist after 
the execution of the agreement. 

The agreement continues the present 
rate situation which would not be 
changed by a denial of the applica- 
tion. In that event the city of Vernon 
would continue to operate its plant 
and charge such rates as it chooses, 
while the Edison Company would no 
doubt, as it has in the past, meet the 
city rates. It appears to us that the 
granting of the application should not 
adversely affect Edison consumers 
outside of Vernon. The execution of 
the agreement obviates the enlarge- 
ment of the Vernon generating plant 
and makes it possible for the Edison 
Company to recover at least some of 
its investment to serve the Vernon 
territory. Such recovery should bene- 
fit its consumers. In any event, the 
Commission does not intend that con- 
sumers in noncompetitive territory be 
burdened with any additional cost or 
charge for service because of lower 
rates in Vernon. 


ORDER 


A public hearing having been held 
in the above-entitled matter before ex- 
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aminer Fankhauser and the Commis- 
sion having considered the evidence 
submitted at such hearing, and it be- 
ing of the opinion that such applica- 
tion should be granted as herein pro- 
vided, therefore, 

It is hereby ordered that Southern 
California Edison Company, Ltd., be, 
and it is hereby authorized to execute 
and carry into effect an agreement 
similar in terms to the agreement filed 
in this proceeding as Exhibit A, pro- 


vided nothing contained in such agree- 
ment nor in this decision shall by the 
Edison Company, its successors or as- 
signs, or by anyone else, be held to 
limit the Commission’s authority from 
ordering and directing said Southern 
California Edison Company, Ltd., its 
successors or assigns, from charging 
in said city of Vernon rates for electric 
service which are higher or lower than 
the rates provided for in said agree- 
ment. 
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Re San Gabriel Valley Water Service et al. 


[Decision No. 29687, Application No. 21034.] 


Security issues, § 89 — Cost basis. 


1. The amount of securities to be issued in the transfer and recapitalization 
of utility properties should be predicated upon actual cost, if known, or 
estimated historical cost less accrued depreciation, with land at current 


market value, p. 169. 


Security issues, § 90 — Reproduction cost basis. 
2. Estimated reproduction cost values are not a proper basis to determine 
the amount of securities to be authorized, p. 169. 


Security issues, § 69 — Going concern value — Basis for issue. 


3. Going concern is not a proper basis to be used in determining the amount 
of securities to be authorized in the transfer and recapitalization of utility 


properties, p. 169. 


Security issues, § 106 — Bonds — Sale price. 
4. Bonds were authorized to be sold at not less than 95 per cent of their 
face value and accrued interest, rather than 92 per cent of face value and 


accrued interest, p. 170. 
Mortgages, § 4 — Extent of lien. 


5. An indenture for the purpose of securing the payment of first mortgage 
bonds was required to be modified so that in the event of default the lien 
of the indenture should attach to all of the company’s properties, real, 
personal, or mixed, which it might own at the time of default, p. 170. 


[April 20, 1937.] 


19 P.U.R.(N.S.) 


168 





tt —@— Ve nH ew we CO 


RE SAN GABRIEL VALLEY WATER SERVICE 


J sgearainie for approval of purchase and sale of certain 

water producing and distributing systems and for authority 

to issue and sell first mortgage bonds and shares of capital stock; 

property transfer and issuance and sale of securities authorized 
in modified form. 


APPEARANCES: Paul Overton, for 
San Gabriel Valley Water Service; 
Elbert Wolfred, for Martin and 
Goold Water Co. and J. M. Goold. 


By the Commission: In this pro- 
ceeding the Commission is asked to 
enter its order ; 

1. Authorizing Martin and Goold 
Water Co. and J. M. Goold to sell 
their public utility water systems de- 
scribed in this application to San 
Gabriel Valley Water Service ; and 

2. Authorizing San Gabriel Valley 
Water Service to issue $85,000 5 per 
cent first mortgage bonds and 7,000 
shares of stock in payment for said 
properties ; and 

3. Authorizing San Gabriel Valley 
Water Service to issue and sell at not 
less than 92 per cent of their face 
value and accrued interest, $15,000 of 
first mortgage 5 per cent bonds for 
the purpose of paying in part for the 
additions and betterments, set forth 
in Exhibit G filed in this proceeding ; 
and 

4. Authorizing San Gabriel Valley 
Water Service to execute a mortgage 
or deed of trust to secure the payment 
of its bonds. 

San Gabriel Valley Water Service 
is a corporation organized on Febru- 
ary 10, 1937, under the laws of Cali- 
fornia. It has an authorized stock 
issue of 50,000 shares without par 
value. 

Martin and Goold Water Co. is a 


corporation engaged as a public util- 
ity in the operation of public utility 
water plants situated in unincorporat- 
ed territory near the city of El Monte 
in Los Angeles county. J. M. Goold 
also operates public utility water sys- 
tems in the same area. 

Martin and Goold Water Co. re- 
port 950 consumers and J. M. Goold 
154, making a total of 1,104. Their 
operating revenues for 1936 are in 
Exhibit E reported at $18,700.09. It 
appears that they own and operate 18 
different water plants which at this 
time are not interconnected. It is the 
purpose and intention of San Gabriel 
Valley Water Service if it acquires the 
properties, to consolidate the same and 
to furnish and supply a unified water 
service to all customers and consumers 
now served by the separate independ- 
ent water systems. 

Estimates of the value of the prop- 
erties to be transferred were submit- 
ted by Edward R. Bowen, a consult- 
ing engineer for applicants, and by 
Paul Thelen, an assistant engineer for 
the Commission. The former pre- 
pared his estimate on a reproduction 
cost new basis and the latter on an 
historical cost new basis. The two 
estimates may be summarized as fol- 
lows: [Tables omitted. ] 

[1-3] The Commission in a series 
of decisions upon applications similar 
to this, involving the transfer and re- 
capitalization of public utility proper- 
ties, has held that the amount of se- 
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curities to be issued should be predi- 
cated upon actual cost, if known, or 
the estimated historical cost less ac- 
crued depreciation, with land, how- 
ever, at the current market value. It 
has stated further that it does not con- 
sider estimated reproduction cost val- 
ues nor allowances for going concern 
as proper bases to be used in determin- 
ing the amount of securities to be au- 
thorized. 

In the present case there is nothing 
in the record to warrant the Commis- 
sion in departing from its past prac- 
tices. The order herein accordingly 
will authorize the purchasing corpora- 
tion to issue its stock and bonds in an 
amount based upon Mr. Thelen’s his- 
torical cost estimates, which are the 
only ones of record in the proceeding. 
Applicants report, however, that there 
are outstanding on the books of the 
present operators donations in aid of 
construction in the amount of $18,- 
172.30 which are refundable in whole 
or in part and which will be taken 
over by the purchaser in acquiring the 
water properties. 

Considering this liability to be set 
up on the books of the transferee it 
would appear that the highest amount 
which the Commission could recognize 
at this time for the purpose of this 
proceeding would be approximately 
$105,000. San Gabriel Valley Water 
Service therefore in acquiring the 
properties of Martin and Goold Water 
Co. and J. M. Goold may issue not 
exceeding $65,000 of bonds, at par, 
and 1,600 shares of stock, at $25 a 
share and assume the payment of do- 
nations in aid of construction approx- 
imating $18,172. If for any reason 
San Gabriel Valley Water Service 
does not acquire all of the properties 


referred to in said Exhibit 3, the 
amount of bonds and stock which it is- 
sues in payment for properties acquired 
should be reduced proportionately. 
Applicants may determine the face 
amount of said $65,000 of bonds and 
the number of shares of said 1,600 
shares of stock which San Gabriel Val- 
ley Water Service will issue to Martin 
and Goold Water Co. and the amount 
of said bonds and the number of said 
shares of stock which San Gabriel 
Valley Water Service will issue to 
J. M. Goold. 
[4] San Gabriel Valley Water 
Service intends to expend about $34,- 
100 for additions and betterments. 
Exhibit G shows the purposes for 
which that sum will be expended. In 
general the expenditures will be in- 
curred to interconnect some of the 
water systems, to drill a new well, to 
construct a storage reservoir, to install 
a new steel tank and lay new pipe. 
The proposed improvements it is said 
would eliminate twelve of the present 
twenty pumping plants, excepting for 
standby service, would increase the 
pressure to a minimum of 50 pounds, 
now about 30 pounds, and make the 
installation of fire hydrants possible. 
It is estimated that the power con- 
sumption would be decreased about 
40 per cent. To pay in part for these 
improvements San Gabriel Valley Wa- 
ter Service asks permission to issue 
$15,000 face amount of its first mort- 
gage bonds. It asks authority to sell 
the bonds at not less than 92 per cent 
of their face value and accrued inter- 
est. We think the bonds should be 
sold for not less than 95 per cent of 
their face value and accrued interest. 
[5] There has been filed in this pro- 
ceeding a copy (Exhibit G) of the 
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proposed indenture which San Gabriel 
Valley Water Service desires to exe- 
cute for the purpose of securing the 
payment of its first mortgage bonds. 
We have reviewed such indenture and 
find the same to be in satisfactory 
form except in two particulars. We 
believe the indenture should be modi- 
fied so that in the event of default the 
lien of the indenture should attach to 


all of the company’s properties, real, 
personal, or mixed, which it owned 
at the time the default occurs. We 
further believe that Art. 12 of the 
indenture should be amended so that 
the consent of the holders of at least 
75 per cent of the bonds outstanding 
must be obtained to make effective any 
of the amendments mentioned in Art. 
12. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Public Utility Commission 


Gas, Electric, Telephone, and Water 


Com panies 


[Complaint Docket No. 11295.] 


Payment, § 53 — Discount or nonpenalty period — Public departments or institu- 


tutions. 


Public utility companies having discount or nonpenalty periods provided 
for in their respective tariffs should extend such periods so as to afford a 
30-day period in the case of bills rendered to the commonwealth or any 
department or institution thereof for the checking of such bills by the fiscal 


officers of the commonwealth. 


[May 10, 1937.] 


| goyespen as to discount or nonpenalty period im the case 

of bills rendered to the commonwealth or any department or 

institution thereof; public utilities required to afford a 30-day 
period. 


By the Commission: This matter 
is a proceeding instituted by the Pub- 
lic Service Commission of the com- 
monwealth of Pennsylvania and prose- 
cuted by Pennsylvania Public Utility 
Commission against all gas, electric, 
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telephone, and water companies hav- 
ing discount or nonpenalty periods 
provided for in their respective tariffs, 
to show cause why the discount or 
nonpenalty periods provided in the re- 
spective tariffs of the respondent com- 
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panies should not be extended so as 
to afford a 30-day period in the case 
of bills rendered to the commonwealth 
or any department or institution there- 
of for the checking of such bills by the 
fiscal officers of the commonwealth. 

Answers have been filed by many 
of the respondent companies, but no 
such company has opposed an order 
making the rule absolute if the Com- 
mission in its discretion should con- 
sider such an order proper. Hearing 
has been duly had, and the matter is 
ready for disposition. 

It appearing that the extension of 
penalty or discount periods applicable 
to bills rendered to the commonwealth 
for departments or institutions there- 


of is advisable in the public interest 
and will not create unlawful discrim- 
ination ; therefore, 

Now, to wit, May 10, 1937, it is 
ordered: That the within rule to 
show cause be and is hereby made 
absolute. 

It is further ordered: That all gas, 
electric, telephone, and water compa- 
nies having discount or nonpenalty 
periods provided for in their respec- 
tive tariffs shall forthwith extend such 
periods so as to afford a 30-day period 
in the case of bills rendered to the 
commonwealth or any department or 
institution thereof for the checking of 
such bills by the fiscal officers of the 
commonwealth. 





UTAH PUBLIC SERVICE COMMISSION 


Re Southern Pacific Company 


[Case No. 1918.] 


Pleading, § 12 — Demurrer — Commission proceedings. 
1. The rules of procedure and practice of the Public Service Commission 
will not allow consideration by the Commission of a demurrer, p. 172. 
Procedure, § 35 — Rehearing — Proper parties. 
2. Persons who were not parties to an action when the case was originally 
heard by the Commission are not entitled to apply for rehearing, p. 172. 
{June 10, 1937.] 


) Bernese and motion to strike application for rehearing 
from the files; demurrer overruled and motion granted. 


By the Commission: Investigation 
of the matters involved herein having 
been had, and being fully advised in 
the premises, the Commission finds : 

[1] That the rules of procedure 
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and practice of the Public Service 
Commission of Utah will not allow 
consideration by the Commission of 
a demurrer. 


[2] That the applicants Del Ad- 
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ams, and others, for rehearing in Case 
No. 1918 were not parties to the ac- 
tion when the case was originally 
heard and therefore not entitled to 
apply for rehearing. 

The Commission therefore con- 
cludes and decides that the demurrer 
should be overruled, and that the mo- 
tion to strike application for rehear- 
ing from the files should be granted. 


ORDER 


Investigation of the matters in- 
volved in this proceeding having been 
had and the Commission having made 


and filed its findings of fact and con- 
clusions thereon, which report is 
made a part hereof by reference, 

It is ordered, that the demurrer 
filed with the Commission under date 
of April 26, 1937, by Bagley, Judd & 
Ray and Nebeker, attorneys for the 
Southern Pacific Company be, and the 
same is hereby overruled. 

Ordered further, that the motion to 
strike application for rehearing from 
the files filed with the Commission by 
Bagley, Judd & Ray and Nebeker, at- 
torneys for the Southern Pacific Com- 
pany, under the same date be, and the 
same is hereby, granted. 





CALIFORNIA RAILROAD COMMISSION 


Re Leonard P. Wikoff 


[Decision No. 29689, Application No. 21060.] 


Certificates of convenience and necessity, § 158 — Effectiveness — Compliance 


with condition. 


1. Authority granted by a certificate of convenience and necessity issued 
subject to certain conditions does not become effective where such condi- 


tions are not complied with, p. 174. 


Corporations, § 18 — Voting rights — Preferred and common stockholders. 
2. Issuance and sale of preferred stock at $100 per share to the public 
while common stock is sold at $25 per share destroys the equality of vot- 
ing rights set up in articles of incorporation which provide that all shares 
of stock shall have equal voting rights, since a holder of preferred stock 
who pays $100 per share obtains one vote, while $100 invested in common 
stock entitled the holder to four votes, p. 175. 


Security issues, § 99 — Proportions of preferred and common stock. 
3. A proposed plan for financing a utility enterprise, which has not been 
constructed and the results of its operation not established, is unsound when 
the major portion of the funds needed is to be obtained through preferred 
stock; at least 50 per cent of the initial investment should be obtained 


through common stock, p. 175. 


[April 20, 1937.] 


173 


19 P.U.R.(N.S.) 





CALIFORNIA RAILROAD COMMISSION 


|, igrneciennd for authority to transfer a certificate of public 

convenience and necessity and for authority to issue and 

sell stock; certificate of public convenience and necessity issued 

subject to provisions of order and issuance of common stock 
authorized. 


APPEARANCE: 
applicant. 


Paul Overton, for 


By the Commission: In this appli- 
cation, as amended at the hearing had 
on April 1, 1937, the Commission is 
asked to enter its order authorizing 
Leonard P. Wikoff to transfer to 
Desert Valley Utilities a certificate of 
public convenience and necessity which 
the Commission, it is said, has hereto- 
fore granted to him, and authorized 
Desert Valley Utilities to issue 340 
shares of common stock for a total 
consideration of $8,505 and 500 


shares of its preferred stock at not 


less than a net price of $95 per share. 


The Desert Valley Utilities is a cor- 
poration organized under the laws of 


California. It has an authorized stock 
issue of 3,000 shares, without nominal 
or par value, divided into 1,000 shares 
of preferred stock and 2,000 shares 
of common stock. The articles of in- 
corporation accord all shares of stock 
equal voting rights. The holders of 
shares of preferred stock are entitled 
to receive from the surplus or net 
profits arising from the business of 
the corporation a fixed yearly dividend 
of $6 per share, payable quarterly be- 
fore any dividend shall be set apart 
or paid on the common stock. The 
dividends on the preferred stock are 
cumulative. In the event of liquida- 
tion, dissolution, or winding up, 
whether voluntary or involuntary, the 
holders of the preferred shares of 
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stock shall be entitled to be paid $100 
per share and the unpaid dividends 
accrued thereon before any payments 
may be made to the holders of com- 
mon stock. The company reserves the 
right to redeem the preferred stock on 
thirty days’ notice on or after January 
1, 1939, at $100 per share plus cumu- 
lative unpaid dividends. 


[1] The Commission by its order 
in Decision No. 29212 dated October 
26, 1936, in Application No. 20642, 
as amended by Decision No. 29531, 
dated February 13, 1937, granted 
Leonard P. Wikoff a certificate of 
public convenience and necessity to 
exercise the rights and privileges per- 
taining to the construction, mainte- 
nance, and operation of facilities used 
in the furnishing of electric service, 
granting to Leonard P. Wikoff, his 
successors and assigns by the board of 
supervisors of San Bernardino county, 
state of California, under Ordinance 
437, dated August 3, 1936. The au- 
thority granted by the Commission, 
among other things, was subject to 
the condition that it will become effec- 
tive when applicant has filed with the 
Railroad Commission a_ statement 
showing that the money needed to 
pay the cost of acquiring and con- 
structing the property necessary to 
establish the electric service mentioned 
in the decision was on deposit with a 
bank in the name of Leonard P. 
Wikoff and may be withdrawn only 
for the purpose of paying for said 
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electric plant. Such a statement has 
not been filed with the Commission 
nor has Leonard P. Wikoff complied 
with certain other conditions of said 
order. In our opinion the authority 
granted by the order in Decision No. 
29212 dated October 26, 1936, as 
amended, has not become effective and 
he therefore has no certificate of pub- 
lic convenience and necessity to trans- 
fer. Subject to the provisions of the 
order following, we will grant Desert 
Valley Utilities a certificate of public 
convenience and necessity. 

In Exhibit C applicant reports that 
at the time of the hearing on Applica- 
tion No. 20642 Leonard P. Wikoff 
estimated the cost of the electric plant 
at $35,249. Because of changes in 
the design and location of the pro- 
posed plant and the increase in ma- 
terial prices he now in said Exhibit C 
estimates the cost at $39,101. At the 
hearing had on the application Mr. 
Wikoff testified that because of fur- 
ther changes he had under considera- 
tion the amount of cash required 
might be increased from $31,596, as 
shown in Exhibit C, to about $40,596. 
In that case the total cost of the plant 
would be $49,091 instead of $39,101, 
as reported in Exhibit C. 

Desert Valley Utilities asks permis- 
sion to issue 340 shares of common 
stock to Leonard P. Wikoff to reim- 
burse him for $8,505 of expenditures 
incurred by him. This stock would 
be issued on the basis of $25 per share. 
The $8,505 includes an allowance of 
$5,000 for the lot described in Exhibit 
F and $3,505 for expenditures in- 
curred by him or compensation al- 
lowed him. 


The lot in question fronts on the 
175 


main highway for a distance of 75 
feet and is about 291 feet deep. While 
we do not question the value of the 
lot we feel that the entire lot is not 
all needed for the construction and the 
operation of the electric plant, which 
is the subject matter of this applica- 
tion. The investment of $5,000 in 
land by this utility is at this time not 
warranted. The electric plant and 
appurtenances should be located on the 
rear of the lot which would permit 
Leonard P. Wikoff to retain or dis- 
pose of the front portion of the lot 
having a dimension of 75 feet by 130 
feet. 

[2, 3] Applicant proposes to raise 
all the cash it needs through the sale 
of preferred stock at a net price of 
$95 per share. Presumably the stock 
will be sold at $100 per share to the 
public. The testimony shows that 
property owners in 29 Palms are in- 
terested in the construction of the elec- 
tric plant and may make available to 
applicant through the purchase of 
stock an amount ranging from 
$10,000 to $15,000. It is urged that 
the common stock is not worth more 
than $25 per share. We have here 
a situation calling for the investment 
of some $40,000 which applicant pro- 
poses to obtain through the issue of 
common and preferred stock. The 
enterprise has not been constructed 
and the results of its operation not 
established. 

The basis on which applicant pro- 
poses to sell its stock from a practical 
standpoint destroys the equality of 
voting rights set up in its articles of 
incorporation. It is little satisfaction 
to a stockholder to tell him that the 
articles of incorporation provide for 
equal voting rights, when as a matter 
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of fact, a holder of preferred stock 
who pays $100 per share obtains one 
vote, while $100 invested in common 
stock entitles the holder to four votes. 
It is suggested, however, that the pur- 
chaser of the preferred stock is not 
only accorded the right to vote, but is 
given certain prior rights. True, he 
obtains a prior right to dividends and 
in case of liquidation a right to the 
return of $100 per share before any 
money is distributed to the holders of 
common stock. But with these rights 
accorded him he still retains the status 
of a stockholders and not the position 
of a creditor to enforce any claim, if 
he receives no dividends. 
Disregarding the disparity in the 
voting rights, we feel that applicant’s 
proposed set-up is unsound in that not 
enough of the funds needed by appli- 
cant are obtained through the issue 
of common stock. We think at least 
50 per cent initially invested in appli- 
cant’s project should be obtained from 
the issue of common stock. The or- 
der will provide that before applicant 
undertakes the construction of any of 
its plant it have on deposit with a bank 
or banks not less than $15,000 real- 
ized through the issue of common 
stock on the basis of $25 per share. 


The order herein will authorize ap- 
plicant to issue 1,960 shares of its 
common stock. Of said shares 240 
may be issued to Leonard P. Wikoff 
in payment for part of the lot referred 
to herein and to reimburse him for 
the expenditures incurred by him and 
compensate him for services rendered. 
The order will not authorize applicant 
to issue any preferred stock. After 
applicant has realized $15,000 from 
the issue and sale of common stock, 
and has said sum on deposit in a bank 
or banks, the Commission upon re- 
quest will consider making a supple- 
mental order authorizing applicant to 
proceed with the construction of its 
plant. At that time it will also con- 
sider the manner in which the addi- 
tional money needed by applicant 
should be raised if the same cannot 
be obtained through the issue of com- 
mon stock. If within the time fixed 
by the order applicant is not in a posi- 
tion to proceed with the construction 
of its plant, the authority herein grant- 
ed will become null and void. In that 
event, the money on deposit shall be 
returned to the purchasers of stock, 
less an allowance for commission and 
expenses of not more than $2.50 per 
share. 
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Safety Record is Set by General 
Motors Corporation 


HE best sustained plant safety record 
T in its history was reported recently by 
General Motors Corporation. During a safety 
contest sponsored by Alfred P. Sloan, Jr., 
chairman of the board, which ran from Dec. 
1, 1936, to June 30, last, the corporation had 
only 4.56 accidents for each 1,000,000 hours 
worked, resulting in only .511 day lost for each 
1,000 hours worked. The contest covered 
seventy-seven plants in the United States and 
Canada. 

More than 8,000 foremen were enrolled in 
the contest. Of these 266 will receive radio 
sets offered by Mr. Sloan as a reward for 
safety work and good industrial houskeeping 
and 266 more will receive certificates. 

According to statistics compiled by the Na- 
tional Safety Council, the corporation, for the 
seven-month period, becomes one of the safest 
in the United States. Officials of the corpora- 
tion said that the frequency rate of accidents 
was now more than 80 per cent below that 
existing in General Motors plants in 1928, In 
that year the severity rate was 1.025 days lost 
per accident; in 1936 .664 day and during the 
Sloan award contest .511 day. 


Electromaster Continues 


geen acquisition of 55 per cent of the 
common stock of Electromaster, Inc., by 
Nash-Kelvinator ‘Corp., will not affect the 
management, policies or practices of Electro- 
master, according to George W. Mason, presi- 
dent of Nash-Kelvinator Corp. Electromaster 
will continue making and distributing its own 
line as well as manufacturing electric ranges 
for Kelvinator. 

Nash-Kelvinator will be represented by two 
directors on Electromaster’s board of seven. 
R. B. Marshall will continue as president and 
general manager of Electromaster. 


New Reclosing Fuse Cutout 


A NEw and radically different fuse cutout, 
porcelain-housed and with reclosing fea- 
tures has been announced by the General Elec- 
tric Company. The reclosing mechanism is 
entirely in the door, which is so constructed 
that it is interchangeable with the door of 
present G-E 50-ampere indicating and drop- 
out cutouts, making it possible to convert the 
reg into reclosing cutouts by adding the new 
door, 

The reclosing door of the new unit contains 
two fuse holders. Should the first fuse link 
blow, the door is pushed outward at the bottom 
—a positive indication. After a time delay of 


one second the other fuse holder with its link 
is connected, thus restoring service if the fault 
is temporary. Should the second fuse blow, 
the complete door drops open and is isolated 
from the circuit. 

The reclosing cutout is available in the 50- 
ampere rating for 5000 volts and for 7500/12,- 
500 GR Y volts; also, the door with the re- 
closing mechanism is available as a separate 
item, 


Streamlined Chain Vise 


A NEW streamlined chain vise recently has 
been introduced on the market by The 
Ridge Tool Company of Elyria, Ohio, makers 
of RIGID Pipe Tools. No RIGID vise gets 
out of the Design Department at the factory, 
approved for manufacture, unless it has 
marked improvements over similar tools and 
has stood up under months of tests at the 
factory and out on the job, according to Mr. 
C. H. Ingwer, president of the company. 


NEW RIGID CHAIN VISE 


Features about this chain vise are the pipe 
rest and pipe bender, the frames of strong 
special alloy malleable metal and no mar jaws 
of highest quality tool steel, scientifically 
hardened for firm grip and long wear. Sizes 
come in 2”, 4”, 6” and 8”. 


Liquefied Gas Sales Up 


M ARKET conditions in the liquefied natural 
gas industry, which supplies fuel to cus- 
tomers beyond the reach of piped gas lines, 
showed a marked improvement in the first half 
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of this year in the territory of the Atlantic 
States Gas Company, Inc., it reported recently. 
The company had an increase of 100 per cent 
in business in the six months ended on June 30, 
compared with the last six months of 1936. 
Sales of gas rose from 7,769,000 cubic feet 
for the last half of 1936 to 15,792,000 cubic 
feet in the first half of this year, while cus- 
tomers increased from 3,373 to 8,040. Sales of 
gas appliances totaled $518,926 this year, 
against $235,299 in the last half of 1936. 


Magers Elected President of 
Advertising Association 


HE 1937 convention of the Public Utilities 
Advertising Association recently held in 

New York, elected Kenneth Magers, Cincin- 
nati Gas & Electric Co., Cincinnati president. 

Other officers elected include Howard F. 
Weeks, Consolidated Edison Company of New 
York, first vice-president ; E, K. Hartzell, Lake 
Shore Electric Company, Sandusky, Ohio, 
second vice-president ; H. J. Rowe, Iowa Elec- 
tric Light and Power Company, Cedar Rapids, 
Iowa, third vice-president ; H. W. Olcott, Jr., 
Daniel Starch & Staff, New York, was re- 
elected secretary ; and H. C, Cannon, Brooklyn 
Union Gas Company, re-elected treasurer, 

Directors elected to serve three years are 
F. W. Crone, Consolidated Edison Company 
of New York; J. V. Macdonald, Boston Edi- 
son Company and Clayton G, Cassidy, Peoples 
Gas Light and Coke Company, Chicago. Guy 
W. Philp, Kings County Lighting Company, 
Brooklyn, was elected to serve on the board 
for a 2-year term. 

Mr. Cassidy was also re-appointed editor 
of the P. U. A. A. Bulletin. 


Kelvinator’s Contests Popular 


C HEERED by the success of its initial venture 

as sponsor of a national contest, Kelvina- 
tor enters its summer campaign period with a 
definite merchandising “head start,” according 
to Sam Mitchell, Director of Advertising and 
Sales Promotion for the Detroit Corporation. 
The national Kelvin Home Contest which 
closed early in June attracted well over 140,000 
entries. 

First prize was awarded to Richard F. Arm- 
knecht, a 1923 Annapolis graduate now sta- 
tioned at the Brooklyn Navy Yard in New 
York City. His prize, a completely air condi- 
tioned and modernly equipped six-room Kel- 
vin Home, will be built in Cambridge, Mass., 
where Lieutenant Armknecht plans to main- 
tain his permanent home. Second prize winner 
was a Virginia housewife, Mrs. Magnus M. 
Lewis, Jr., and third prize winner, a Detroit 
railroad man, Burch H. Springer. Each won 
a Nash automobile. 

The contest attracted wide attention and ap- 
proval, not only among consumers but among 
Kelvinator sales forces. The contest made it 
imperative that each contestant call at a Kel- 
vinator show room to receive blanks; this 
method was found effective in increasing 
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dealer floor traffic. The contest itself was 
simple; a partially filled word-square was dis- 
tributed and the contestants were judged on 
their ability to complete the square sincerely 
and effectively. More than a thousand prizes 
were offered. 

Kelvinator is currently conducting another 
thirteen-week contest which is attracting 
thousands of entries from all parts of the 
country. Each week 107 prizes, including a 
Nash-Lafayette automobile and various Kel- 
vinator home products, are awarded to the 
persons submitting the best sets of questions 
and answers for use by Professor Quiz on 
Kelvinator’s regular Saturday night program, 
heard over a CBS hookup from 9:00 to 9:30 
Po ME. B.S. TF. 


Mercoid Sales Increase 


ALES of Mercoid automatic controls for the 
first six months of 1937 showed an in- 
crease of more than 50 per cent above sales 
for the same period in 1936, according to Mr. 
Lewis B.. Reed, President of The Mercoid 
Corporation, 4201 Belmont Avenue, Chicago. 
The vast increase in sales of automatic heat- 
ing and air conditioning equipment for homes, 
public buildings and industry is reflected in 
sales of the Mercoid Corporation which manu- 
factures automatic controls, thermostats, and 
similar equipment, utilizing the mercury 
switch. Mercoid recently opened a new office 
at 1035 Cathedral Street, Baltimore, Md., under 
the management of Mr. John Jex, Jr. 


Sectional Ground Rods 


Shon Copperweld Ground Rods and 


Couplings for deep, low-resistance 
grounds are a new development, announced by 
the Copperweld Steel Company of Glassport, 
Pa. Cold-drawn for rigidity, the Copperweld 
sections are threaded on both ends and joined 
as they are driven by means of a threaded 
bronze coupling. It is claimed that Sectional 
Copperweld Rods may easily be driven to 
depths of forty or fifty feet. 


Latest Tagliabue Developments 


NEw 56-page book entitled “TAG Indi- 
A cating & Recording Temperature and 
Pressure Instruments” has just been published. 
It is more than a regular listing catalog for 
it presents information in a clear, understand- 
able way on the latest TAG developments, 
many of which have never before been pub- 
lished. f 

Complete data will be found on indicating 
and recording controllers for temperature and 
pressure, recording thermometers, recording 
pressure gages and dial indicating thermom- 
eters. 

The many illustrations not only show how 
these pressure spring instruments operate, but 
the practical installation photographs tell an 
interesting story of how so many TAG In- 
struments are serving the process industries. 

A copy of this new book with the latest in- 
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Millions of feet of ELECTRUNITE Tubing have been installed in all types 
of boilers and heat transfer equipment. They are used in high and low 
pressure, fire tube and water tube boilers of both straight and bent tube 
types by leading railroads, central power stations, boiler manufacturers, 
ship owners and general industrials. Round, uniform in wall thickness 
and diameter, full normalized in controlled atmosphere furnace with 
a smooth scale-free surface and a weld as strong as the wall, they are 
accepted by the A.S.M.E. Boiler Code; U.S. Department of Commerce, 
Steamboat Inspection Service; American Bureau of Shipping; Lloyd’s 
Register of Shipping. Made of open-hearth steel, copper-bearing 
steel or rust-resisting Toncan Copper Molybdenum Iron in a complete 
range of sizes and gauges. .. . Write for complete, detailed information. 


Steel and Tubes. 
+ a ae ~~» war Oo 


‘hen writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address Department PF. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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strument information will be sent on request. 
Address C. J. Tagliabue Mfg. Co., Brooklyn, 
N. Y. Ask for Catalog No. 1060C. 

“TAG Electray Pyrometers” is the subject 
of another 20-page illustrated catalog (No. 
1101C) recently issued by this manufacturer 
and is available upon request. 


Syracuse Utility to Install 
Highway Safety Lights 


] SF fpwnined safety lamps emitting a mellow 
orange-yellow light will provide long- 
range visibility at night for the protection of 
motorists and pedestrians along a nine-mile 
stretch of Route 11 from Syracuse to La- 
Fayette, N. Y. The Syracuse Lighting Com- 
pany has announced that over 200 General 
Electric 10,000-lumen sodium vapor lamps 
will be put in operation late in the summer. 
The new highway safety lighting system 
will be the largest of its kind in Onondaga 
County and the second largest in the State. 
Seventeen miles of sodium highway lighting 
is in operation on Route 7 outside Schenec- 
tady. Shorter stretches of four miles each are 
in use outside Rochester and Binghamton. 
The sodium luminaire to be used is similar 
to units recently put in operation on the new 
Golden Gate and San Francisco-Oakland Bay 
bridges in California. It employs a tubular 
bulb with electrodes at each end. The tube is 
filled with a small quantity of pure sodium. 
The distinctive orange-yellow light which 
emanates from the bulb is produced by an elec- 
tric discharge through the sodium which is 
vaporized. The color of the light implies cau- 
tion while providing long range illumination 
without discomforting and dangerous glare 
during periods when natural visibility is low. 


Buses for Niagara Falls 


Tt International Railway Company has 
been authorized by the Public Service 
Commission to substitute buses for trolley 
cars in Niagara Falls. Approximately thirty- 
five buses of twenty-five-passenger capacity 
will replace the present twenty-six trolley cars, 
the commission said. 

The new bus system will operate generally 
over the same streets where the trolleys run, 
with eight routes. The commission deferred 
approval of a route in Pierce Avenue “until 
such time as the bridge over the tracks and 
right-of-way of the Erie Railroad is made 
safe for operation.” 


Traveling Welding Exhibit 


Cre the latest and most popular types 
of General Electric arc-welding equip- 
ment, a demonstration truck has started an 
itinerary which will eventually take it all 
over the Atlantic seaboard and as far west 
as the Rocky Mountains. Thus, welding opera- 
tors, superintendents, plant managers, and 
other people interested in fabrication and re- 
pair work will have an opportunity to test for 
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themselves the newest types of G-E arc-weld- 
ing equipment. 

Included in the traveling exhibit are the new 
mutator set for light-gauge arc-welding, a 
new model d-c single-operator set, three kinds 
of a-c transformer-type arc welders, and a 
large variety of new and improved electrodes 
and accessories. Demonstrations are being 
conducted by a G-E arc-welding expert in co- 
operation with local G-E arc-welding distribu- 
tors and specialists. 


Owens-IIlinois Expansion 


HE $20,000,000 plant expansion program 

planned this year by Owens-Illinois Glass 
Co., includes the following major projects: 
A, new bottle plant at San Francisco; new 
buildings and modern machinery at the Libbey 
Glass Co. at Toledo; doubling the size of the 
Los Angeles bottle plant; a new bottle cap 
plant at Glassboro; replacing the Streator 
(Ill.) bottle plant; enlargement of the glass 
filter and glass insulating wool plant at New- 
ark, Ohio; enlargement of the glass plant at 
Muncie, Ind., which is operating at capacity to 
fill a large backlog of orders. 

The expansion will make a total of $28,000,- 
000 expended in two years to provide facilities 
to take care of Owens-Illinois’ gaining busi- 
ness. 


Bigger Refrigeration Market 


OMBATTING any “saturation scare” in the 

electric refrigeration industry, Mr. R. I. 
Petrie, Sales Manager for Leonard Refrigera- 
tors, pointed out recently that only four out 
of ten of the 21,887,000 homes wired for elec- 
tricity in this country have electric refrigera- 
tors. 

“Judging by these figures, the 9,000,000 
families with electric refrigerators represent 
just 41 per cent of the retail market,” Mr. 
Petrie states, “a small portion indeed when we 
estimate that sales are expanding most rapidly 
this year in the $2,000 and lower income 
brackets. The fact that millions of families, 
who in the past were unaware of the advan- 
tages of electric refrigeration or could not 
afford modern conveniences, are now including 
them in their budget opens a bigger potential 
market for electric refrigerators than ever 
before in the industry’s history.” 


Life of Steel Increases 


HE 34,000,000 tons of finished steel pro- 

duced in the United States in 1936 will 
have an average life of 3344 years, according 
to calculations of the American Iron & Steel 
Institute. 

Fifty years ago the life of steel products 
was much shorter. In 1886, the total output 
of the industry, about 2,500,000 tons, consist- 
ing principally of rails—had an average life 
of only about 15 years. d 

This increase of about 120 per cent in the 
average length of service of the steel used in 
this country is credited by the Institute to 
progress made by the steel and allied indus- 
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Better PRODUCTS... 
because CITIES SERVICE knows your problems! 








(oa Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 

Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


¢¢ ¢ ¢ ¢ 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8:00 P. M. Eastern Daylight Time. 
eS ELTETT A 
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tries in the various phases of manufacture, 
fabrication and preservation, and by the de- 
velopment of new uses for steel. 


Explosion Proof Cases for 
Mercoid Controls 


Pip een a proof automatic controls have 
been developed by The Mercoid Corpora- 
tion, 4213 Belmont Avenue, Chicago, IlIlinois, 
according to recent announcement. Explosion 
proof cases for several types of controls are 
available, being shipped as complete assembled 
units, ready for installation in danger zones. 

Consisting of a glass tube containing sealed 
contacts of special material and a quantity of 
mercury to make or break the circuit when the 
tube is tilted, the Mercoid switch used in these 
automatic controls is built so that there is no 
open arcing, oxidation or corrosion. There are 
places so hazardous that double protection 
against explosion is essential. It is for such 
places that the new explosion proof cases are 
utilized to completely protect the electrical in- 
stallation. In such installations, unless the 
automatic controls are enclosed in explosion 
proof cases, the complete installation of elec- 
trical equipmert is not explosion proof. 

Mercoid Explosion Proof Encased Auto- 
matic Controls are produced in several types, 
for a variety of applications. Pressure controls 
ranging from 0 to 2500 lbs., for use with air, 
oil, water, steam, ammonia or other chemicals 
not injurious to brass or steel, are available. 
Temperature controls for temperatures from 
minus 30 degrees to plus 450 degrees Fahren- 
heit are manufactured with explosion proof 
cases. Transformer relays and lever arm and 
float operating controls can also be encased 
to provide complete safety. 

With the development of the explosion- 
proof cases for automatic controls of standard 
design, the Mercoid Corporation can also 
furnish special controls so encased. Automatic 
controls are now included in the electrical 
equipment that can be safely used in hazardous 
locations, such as manufacturing plants, stor- 
age warehouses, mines, distilleries, oil re- 
fineries or wherever there is danger of fire or 
explosion. 


Republic’s Expansion Program 


HE Republic Steel Corporation has an- 

nounced that improvements costing about 
$1,000,000 for the Youngstown plants are to be 
put under way. 

The program includes rebuilding and en- 
larging of blast furnace No. 3 to increase 
capacity from 500 to 850 tons daily and later 
to 1,000 tons daily; installation of a new heat- 
ing furnace at the 10-inch skelp mill to in- 
crease capacity 3,000 tons monthly, and pur- 
chase of additional pipe-finishing equipment 
for the electric-weld pipe mills at the Poland 
Avenue plant. 


AUG. 19, 1937 


Outdoor Oil-Blast Circuit 
Breakers 


| Yr saigom construction, operating mechan- 
ism and dimensions of Type FKO 227 out- 
door oil-blast circuit breakers are described in 
detail in a new bulletin (GEA-2406A) issued 
by the General Electric Company. 

Five styles of this circuit breaker are avail- 
able. Shipped completely assembled, the break- 
ers are easy to install and economical to serv- 
ice because the oil-blast construction means 
very little carbonizing of oil and burning of 
contacts. Dependable circuit protection is pro- 
vided by this type of breaker which interrupts 
the circuit within 8 cycles (0.133 second) after 
the trip coil is energized. 


Air Conditioning Advances 


HE “infant” air conditioning industry is 
growing into a $100,000,000 business. Ac- 
cording to J. K. Knighton, Sales Manager of 
Commercial Air Conditioning for Kelvinator 
Division, Nash-Kelvinator Corporation, 1937 
sales will actually pass this mark and double 
the industry’s $50,000,000 total of last year. 
This 100 per cent increase in sales, Mr. 
Knighton declares, has followed upon the de- 
velopment of better and less costly equipment, 
more exact selection of equipment, and a 
greater realization among businesses and in- 
dividuals that air conditioning means better 
work, better play, and better living in general. 
There is an obvious swing in air conditioning 
sales, according to Mr. Knighton, from “in- 
dustrial” to “comfort” applications. 


New G. E. Products 


N“™. or improved General Electric products 
described in recently issued bulletins in- 
clude the following: Outdoor Switch Houses 


(GEA-782D) ; Mercury-Incandescent Lumi- 
naries for better street lighting (GEA-2612) ; 
Expulsion Protective Gaps for the protection 
of transmission lines (GEA-2624A) ; Network 
Cable for low-voltage secondary distribution 
circuits (GEA-1885A) ; Safety Enclosed Air 
Circuit Breaker Switchboards (GEA-2617) ; 
Small Pyranal Capacitors for motors and 
other equipment type CE-continuous rated 
(GEA-2027A); Modern Fingers and Seg- 
ments ( GEA-2145A) ; Electric Water Coolers 
(GEA-2552) ; Indoor Disconnecting Switches, 
Type LG- 118 (GEA-1327B); Out Door 
Group-Operated Switch, Type TC (GEA- 
2023A) ; Ready-to-Use Armature Insulations 
(GEA-2187A). 


For Your Information 


H ow a Boston utility company is using in- 
dustrial tractors to load and unload poles, 
remove snow, spot freight cars and for other 
miscellaneous jobs is described and illustrated 
in the current issue of Powertrax, publ lish 
by the International Harvester organization, 
606 So. Michigan Ave., Chicago, Ill. 
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ile Pennsylvania line offers the same 
. assurance of dependability and long 
~ life that has characterized every Penn- 
nt, sylvania transformer ever built, and 
k embodies these traditional Pennsyl- 
re vania advantages: 
2 CIRCULAR COILS . . . which withstand se- 
» verest short-circuits without injury or dis- 
tortion. 
REINFORCED INSULATION . . . which pro- 
tects against high voltage surges of steep 

s wave-fronts. 
- DETACHABLE BUSHINGS .. . which are 
ES bolted externally and permit replacement 
¥ without cover removal. 
x ROUND STEEL TANKS... made of rust-resisting copper-bearing steel; strong and sturdy. 
n 
ir 
} 
d % 
Pennsylvania Transformer Co. 
: 1701 Island Avenue, N. S., Pittsburgh, Pa. 
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L- 
s 
l- 
s, 
r 
d 
d 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





58 Public Utilities Fortnightly ; 


NATION-WIDE VERDICT 





“LOW-PRICED 1937 DODGE 
MOST BRILLIANT PERFORM- 
ING TRUCK 


EVER BUILT!” 


Ss OMA PS HOrORRRT 
a 


CALIF 


e 
“y have = fo’ 


NEW 1937 DODGE %-1 TON EXPRESS—6-Cy]1.— Offered on 120’ 
chassis with 84" body, and 136” chassis with 108” body. 


NO WONDER THOUSANDS ARE 
SWITCHING TO DODGE TRUCKS 








QUALITY FEATURES 
LIKE THESE MEAN 
BETTER PERFORMANCE 


@ ROLLER - BEARING 
UNIVERSALS—check 
ruinous backlash. 
@AMOLA STEEL 
SPRINGS=-only Dodge 
gives you this fea- 
ture. 

@ONE-PIECE REAR 
AXLE HOUSING — pio- 
neered by Dodge in 
low-priced trucks. 
@ EXHAUST VALVESEAT 
INSERTS—also pio- 
neered by Dodge to 
Save gas and valve 
grinding. 

@ FOUR PISTON RINGS 
only Dodge of the 
lowest-priced trucks 
gives you 4 piston 
rings, others have 
only 3. 

Dodge trucks have 
dozens of extra-qual- 
ity features...yet 
are priced with the 
lowest. 








ROM coast to coast, an amazing 
Paaee of truck buyers, who com- 
pare low-priced trucks feature by fea- 
ture, are switching to Dodge. What 
Dodge extra-quality truck features 
mean in performance as well as 
economy is indicated by the users’ 
statements printed on this page. Be- 
fore you buy any truck, find out how 
Dodge quality features can save 
money for you. Get a show-down! 
See why thousands are switching! See 
your Dodge dealer today. 

DODGE 


Division of Chrysler Corporation 


Dependable 
DODGE TRUCKS 


Easy terms gladly arranged to fit 
your budget, at low cost, through 
Commercial Credit Company. 





Tune in on the Major Bowes Original 
Amateur Hour, Columbia Network, 
every Thursday, 9 to 10:00 P. M., 
Eastern Daylight Saving Time. 
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A New Ceiling Illuminator 
for 


Built-in Direct Lighting Units 


When floors are light in color, light controlled by Permafiectors set flush 
in the ceiling and concealed by stippled roundels or louvers is reflected 
back to the ceiling, relieving any feeling of darkness. 


But when floors are dark, the reflected light to the ceiling is reduced, 
causing too much contrast between the light source and the ceiling area. 
This presented a problem which has now been solved by the development 
of the Ceiling Illuminator. 


In this device, which is adaptable to practically all built-in Permaflector 
direct lighting units, the louvers consist of the usual metal frame for at- 
taching to the flush mounting ring and the outer vane of the concentric 
louver. It is a flared spinning so designed as to permit the bulk of the 
reflected light from the permafiector to pass through it in the usual way, 
but to intercept the outermost rays and reflect them latterly and upwardly 
to the ceiling, producing a very gradual falling off of light from the im- 
mediate vicinity of the unit to more distant points, resulting in the most 
satisfactory and effective illumination of the ceiling under all conditions. 





WRITE FOR A COPY OF THE DESCRIPTIVE FOLDER NOW BEING PRINTED 





PITTSBURGH REFLECTOR COMPANY 


OLIVER BUILDING [Mwe¥ 


[ Permaflect yr 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 





The only Complete Digest in this field 


A Work of Primary Authority 


Containing the Decisions and Rulings 
of the 
United States Supreme Court 
A SHORT CUT United States Circuit Courts of SIMPLE 
COVERING Appeals ALPHABETICAL 
United States District Courts 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory Commissions OF SUBJECTS 
AN EXHAUSTIVE State Regulatory Commissions A GREAT REVIEW 
SURVEY OF Insular and Territorial Regulatory 
THE LAW Commissions A GREAT SERVICE 














A Life-Time Digest Kept up to Date 


Write for price and payment plans 





PUBLIC UTILITIES REPORTS, INC. 
Tenth Floor, Munsey Building 
Washington, D. C. 


























Wasner DISTRIBUTION 
TRANSFORMERS have 
all these PLISaa'7: 























gREoRE 








AWAT: 13d see uted osu slesuctateyn 


6400 Plymouth Avenue, Saint Louis,U.S.A. 
TRANSFORMERS is. eS ce FANS 
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If your customers are 
ever kept waiting... 
If your customer con- 
tact departments are 
subject to seasonal 
or periodic conges- 
tion... If your bad 
debt losses are higher 
than they should be .. 


——, 


YOU SHOULD HAVE THIS BOOK’ 


® It tells how the elapsed time for individual customer transactions 
in the offices of a public utility company can be (and has been) reduced 
from 10 minutes to 45 seconds each .. . It tells how new accounts 
can be opened, excess charge complaints adjusted—credit ratings, cus- 
tomer histories, amounts of deposits ascertained with remarkable 
speed ... It describes a new method for the centralization of infor- 
mation and practically instantaneous voice contact between depart: 
ments ... It deals not with theory but with fact—telling of surpris- 
ing results achieved by firms such as Kansas City Power and Light Co., 
New York Edison Co., Public Service of N. J., etc. 





DICTOGRAPH PRODUCTS CO., INC., 
580 Fifth Ave., N.Y. C. 


( Please send me a copy of “Better and 
More Profitable Public Relations.” 


C) Please have representative call, 





© 1937, Dictograph Prod. Co., Inc. 


You should read “Better and More Profit- 
able Public Relations.” It will be sent on 
request without charge or obligation to 
interested public utility executives. Write, 
"phone or use coupon. 


DICTOGRAPH PRODUCTS CO., INC. 


580 Fifth Avenue, New York, N. Y. 


Manufacturers of Precision Equipment 
Since 1902 
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CONVENTIONAL 


100% 
Restricted 
Unprotected 
In Parts 


Ground Area 
Location 
Construction 
Movability 


PROGRESS THAT MAKES YOUR JOB EASIER 


T has always been a difficult and expensive 

undertaking to build a substation near a 
load center, especially if it had to conform 
to the architecture of residential or suburban 
areas. In 1930 the factory-built unit substa- 
tion was made available. It helped to avoid 
many objections as to appearance; it cut the 
needed ground area in half and made possible 
a quick, easy, low-over-all-cost solution of 
the whole problem. 


Today, fifteen different power companies 
have overcome many difficulties by using the 
General Electric factory-built unit substation. 
It has made their jobs easier. In the same 


way, the engineering development that has 
been going on through the depression years 
in General Electric turbine-generators, trans- 
formers, cable, switchgear, regulators, and 
meters has made your job easier by giving 
you new means of decreasing operating and 
installation costs, and of improving electric 


service. 


By your purchases of General Electric equip- 
ment, you have encouraged this progress and 
made it possible. This is a sure way to further 
progress —for the industry —and for your 
company. 


96-403B 


GENERAL @ ELECTRIC 
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The sale of electric water heaters is 
attractive business for both manufac- 
turer and utility. But how will their 
sale affect good-will . . . will the water 
heaters stay sold? 


That depends on how the heater per- 
forms: in delivering hot water as needed; 
in cost of operation; in safety; and in 
durability. 


The performance of any water heater, 
in one or all of these respects, can be 
readily determined by Electrical Testing 
Laboratories, thanks to special measuring 
apparatus and instruments and condi- 
tioned test rooms. 


Performance facts on water heaters, 
or on other electrical appliances, make 
it easier for a utility to decide whether 
such equipment will stay sold and con- 
tinue to build good will. May we serve 
you? 


ELECTRICAL 
TESTING 
LABORATORIES 


Here’s thrilling news! A 
full size, heavy duty Alad- 
din Electric A WELDER 

—only $39.25 with De Luxe 

Accessories! Not a toy, but a 

big, 100-pound man-sized ma- 

chine that. welds all weldable 

metals and alloys with amaz- 

ing efficiency, everything from 

cast iron parts to light sheet 

metal. A sturdy, welded-steel- 

construction machine, yet 

easily portable on casters. 


WORKS FROM 1!10-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. conomical—costs only a few pennies an 
hour to use. Often pays for itself on first or 
second job. Can be carried right to outside 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included, 

Amazing Details FREE! 
Send no money! Write today for fascinatin 
facts about this new Aladdin ARC WELDE 
with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
and construction work—a highly efficient machine 
GUARANTEED TO MEET ALL CLAIMS, at a 
fraction of the price asked for others—at a say- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated 
COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohie 








The features you want 
in a Polyphase 
Meter Cabinet 











Weatherproof . 

convenient k noc k- - 
outs . . . Made of 
aluminum or rust- 
proofed steel... 
Sealable door ... 
ample wiring space 
- + . ease of instal- 
lation . . . wall or 
pole mounting. 


Write today for com- 
plete information. 


WALKER 
ELECTRICAL CO. 


Atlanta, Georgia 
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Prepare to meet the 


NEW CLASSIFICATION 
OF ACCOUNTS 


with punched card accounting 


|. iene! forward-looking utility com- P z 





panies realize that now is the 
logical time to install the > Consider these 
card method of accounting. e 
speed and efficiency of this method ADVANTAGES 
have long been accepted. Now, when SPEED. Reports are obtained, 
accounting structures may have to be * in order of importance, auto- 
reorganized to meet the new Federal matically by electric machine 
Power Classification, an excellent op- operation. 
portunity presents itself to improve 
and revise all existing procedures. FLEXIBILITY. You can meet 
the new classification demands 
and still-maintain your present 
set-up with punched cards. 


Find out how the International 
method of punched card accounting 
provides complete, accurate detailed 
records in minimum time and at ACCURACY. The punchedcards 
minimum cost. Your nearest IBM form @ relicble record Ghtch te 
branch office will give you full coop- 
eration. Call on them today. No 
obligation. 


INTERNATIONAL BUSINESS MACHINES CORPORATIO! 


General Offices 
270 Broadway, New York, N. Y. Principal Cities of the World 


not subject to alteration or error. 
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CHEVROLET 


ANNOUNCES NEW 3/4-TON 
AND I-TON TRUCK MODELS 


Choose trucks that exactly fit your haulage or delivery 


requirements from 5 different load capacities 
LIGHT DELIVERY MODELS. . HALF-TON MODELS. .34-TON MODELS. . 1-TON MODELS. . 1144-TON MODELS 





omies to thousands of truck users—the economy of trucks that completely fit 
See each haulage or delivery job. Make your selection from five separate Chevrolet 
truck lines—each offering a different size and different load capacity. All offer 

Chevrolet’s famous performance and unmatched operating economy. 


Penevaorer | By the addition of these new truck sizes, Chevrolet extends new operating econ- 


GHETREESS LOTS SSVEOI, = General Motors Installment 
General Motors Sales Corporation, E Plan—monthly payments to 
DETROIT, MICHIGAN suit your purse. 





“MORE POWER per gallon - LOWER COST per load’ 
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.. » PLENTY OF CREDIT 
SHOULD GO TO MY ROYAL 


Enthusiastic! Proud of their typing— 
loyal to their typewriters! That is the 
way girls feel who are given Royals 
to use. For the Easy-Writing Royal is 
a perfect expression of good-will from 
employer to employee. 


A marvel of scientific precision and 
accuracy, the perfect office writing 
machine, it both compliments the 
typist—and gives greater scope to her 
skill. And because Royals actually 
speed and ease every typing opera- 
tion, they ensure better morale—better 
typing, and more of it, measured 
either by the day or hour! 


, . Royal Typewriter Company, Inc. 
Invite a demonstration 2 Park Avenue, New York City 


... Compare the Work! , 
I . : r World’s largest company devoted exclu- 
t costs nothing, it sively te the manufacture of typewriters. 


proves everything. ‘actory: Hartford, Conn, 


MODERNIZE WITH WORLD’S NO. 1 TYPEWRITER 
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GOOD 
INSULATORS 


Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Vicror made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 




















“Buttons” of 


Section of a Manchester 
Positive Plate 


si~ 2 


Complete Machester Button and 
One Partially Unrolled 


Exide 


CHLORIDE 
BATTERIES 


Corrugated Lead Strips 


VEN the most superficial study of the Exide- 
Chloride Battery will reveal the reason why, for 
nearly half a century, it has been the choice of leading 
utilities and industrial power plants all over the world. 


Numerous tightly coiled strips of corrugated lead pro- 
vide the active material of the positive plate. Forced 
under pressure into openings in an alloy grid, the re- 
sulting “buttons” give years of service—their long life 
only equalled by the negative plates in which the active 
material is virtually sealed in boxes of perforated sheet 
lead. Our Bulletin 204 gives you much valuable infor- 
mation on this widely used battery; a copy is yours 
for the asking. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 
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OOSIER BUILT 





Two views of 44 Ko. Transmission Line erected between Slab Fork and Milam, West Virginia, 
for the Appalachian Electric Power Company 


CONSTANT IMPROVEMENT IN 
ORGANIZATION AND METHODS 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Ltd. 
Montreal 


ERECTORS OF TRANSMISSION LINES 
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A ene “package” ouifd with § 


With compressor in the rear, op- 





erated off the power shaft, this 
Cletrac supplies air for the power 


hammer. 


With bulldozer in front, it quickly 
backfills the ditches. 


In between times, it moves heavy 
materials—a Jack of many trades 


and master of them all. 


Matching the Cletrac in sound en- 
gineering and sturdy construction 
is a complete line of working 
equipment — bulldozers, scrapers, 
air compressors, welders, post hole 
augers, rock crushers, front end 


loaders, winches, booms. 


There’s a Cletrac for every job— 
fifteen models from 22 to 94 
horsepower, either gas, tractor 
fuel, or Diesel powered. In- 


vestigate. 





THE CLEVELAND TRACTOR COMPANY - CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps both tracks 
pulling at all times ... on the turn as well as on the straightaway. 
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Your Thermostat, 


So Is Your Storage Heater 


You will agree that the success 
of an automatic storage heater 
depends in large measure upon 
the performance of its thermo- 
stat. Look well, therefore, to 
that angle. 


Your aim is to increase consum- 
er satisfaction. That means, in 
the present instance, a thermo- 
stat upon which the user can 
depend at all times—which re- 
duces your servicing to a neg- 
ligible minimum—which consis- 


tently builds good will for you 
in your community. 


The Titan Snap Action Thermo- 
stat fulfils these requirements. 
It is known for its universal 
reliability even under the most 
severe conditions. Titans are 
already standard equipment on 
most storage heaters approved 
by the American Gas Associ- 
ation. Their enviable record 
warrants your complete confi- 
dence. 


THE TITAN VALVE & MANUFACTURING COMPANY 


THERMOSTATS  «» 
9913 Elk Avenue 


SAFETY PILOTS «» 


RELIEF VALVES 
Cleveland, Ohio 
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“Davey Zo Seni and Endure” — ip 
WHICH Is YOUR GUARANTEE OF ECONOMICAL OPERATION 


The Davey reputation for sturdiness, operating smoothness and virtual freedom from 
repairs is never more important than in public utility work. 


Davey Dual-Purpose Compressor Trucks, in which the compressors are driven by the 
truck motors, are effecting operating savings of from $2,000 to $5,000 a year per com- 
pressor for many of America’s largest utilities. 


We can do the same for you. May we talk it over? 


DAVEY COMPRESSOR CO., Inc., Kent, Ohio 








It’s called “Silvray Multiplex Pro- 
cessing” and it’s a proven plan for 
building the commercial load and, 
at the same time, furthering public 
good will. These “double-barreled” 
results are yours as the result of 
improved street lighting, without 
change in existing equipment. 


The coupon brings you all details. 








THERE IS SOMETHING NEW wnoer tue sun... 


AND IT TAKES ONLY 30 SECONDS TO FILL IN 
THIS COUPON TO FIND OUT ALL ABOUT ITI 


AMERICAN STREET ILLUMINATING COMPANY 
261 N. Broad St., Philadelphia, Pa. 


Send me the data on Silvray "Multiplex" Pro- 
cessing. It is understood there is no obligation. 


NAME 





COMPANY 





ADDRESS 
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~The sale of Modern Lighting 


for Modern Store Fronts should 
begin at Home! 





Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 


convince the merchants and 


property 


owners of Cumberland, Md., of the 


value of brightly lighted stores. 


A modern store front demands modern illumina- 
tion. And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 
ever was one . .. new Pittco Store Fronts and 
modern lighting. 


But to take best advantage of this tie-up . . . to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
ing . . . there’s nothing more valuable than an 
actual example .. . on your own show rooms... 
of just what you mean. 


You talk to a merchant . . . tell him the need for 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
Own quarters down the street. There’s a new 
illuminated in the modern manner. We 


practice what we preach ... because we know it 


means better business!” 


Put a new Pittco Front on your utility show rooms. 
Make them an example of what you preach. And 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to your 
territory, don’t miss it. It shows you numerous 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ... and for any cooperation on store 
fronts you may need in your work. 


Asa 'TTS BURGH, 
PLATE GLASS COMPANY: 
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The World’s Three Largest Evaporators 


Evaporating 405 ,800 Ib. of water 


per hour. 


Indicative of the wide range of Foster 
Wheeler experience in evaporator construc- 
tion are the accompanying illustrations. All 
sizes, pressures and services are included. 


These evaporators receive steam from the 
back pressure turbine system and, in con- 
densing it for return to the boiler feed 
pumps, generate 405,800 lb. of steam per 
hour at 180 lb. pressure. 


A closed system is maintained for the 
high pressure unit through this use of heat 
transformer evaporators. The evaporators 
are too large for the use of bolted heads, 
therefore, ““Lockhead” closure is used. 


FOSTER WHEELER CORPORATION 
165 BROADWAY, NEW YORK, N. Y. 


FOSTER WHEELER 
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PUBLIC UTILITIES EVERY WHERE 


USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and: overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 


Write today for our new 
book “‘Copies—Their Place 
in Business.” It tells fully 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


{| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


{| A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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It will keep a Unit Heater free of conden- 
sate and operating at 100% efficiency ... 
if you examine the construction of the 
Grinnell Thermolier you'll find this feature 
built in—Thermolier’s Exclusive Internal 
Cooling Leg continuously removes conden- 
sation—“lazy water”—keeps all of the 
heater working at top efficiency, all of the 
time. Only one of Thermolier’s 14 points 
of superiority! Ask for your copy of the 
Thermolier Data Book..Grinnell Co., Inc., 
Executive Offices, Providence, R. I., Branch 
offices in principal cities. 


THE UNIT HEATER WITH POINTS OF SUPERIORITY 
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THOSE THIRD PARTIES 
TO OUR CONTRACT 
















The Merchants and Manufacturers whom we both 
serve have a vital interest in your business and in 
ours. In your business because by street cars and 
buses you bring millions of customers to their stores. 
In our business because we undertake to sell their 
merchandise to these millions while en route. 


- 


Third parties to our contract are these business in- 
terests—our silent partners—and they have some 
right to ask that the Car Advertising medium be han- 
dled by an organization in which they may place 
implicit confidence. 

cs 


For close to 50 years this Organization has done busi- 
ness with the leading merchants and manufacturers 
in almost every city and town of importance in the 
country. 

x 





BARRON G. COLLIER, INC., 


745 Fifth Avenue 
New York 
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DESIGN 
cronies called Engineers ana 
VALUATIONS & REPORTS 

CHICAGO PHILADELPHIA NEW YORE DALLAS WASHINGTON 

SANDERSON & PORTER 
ENGINEERS : 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 
CHICAGO NEW YORK SAN FRANCISCO 








MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


NEW YORK, N. Y. CHICAGO, ILL. 








BLACK & VEATCH JACKSON & MORELAND 














CONSULTING ENGINEERS ENGINEERS 
Appraisals, investigations and reporte, PUBLIC UTILITIES—INDUSTRIALS 
design and supervision of construction DESIGN AND SUPERVISION—VALUATIONS 
of Public Utility Properties ECONOMIC AND OPERATING REPORTS 
4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 
EARL L. CARTER | | JENSEN, BOWEN & FARRELL 
onsulting Engineer Engineers 
REGISTERED IN INDIANA AND NEW YORK Ann Arbor, Michigan 
PUBLIC UTILITY Appraisals - Invest ~~ Reports 
VALUATIONS AND REPORTS in connection with 
rate inquiries, d a = Hing fixed capital 
814 Electric Building Indianapolis, Ind. reclassification, original cost, sosurity levees. 
EN GINEER Special Consultants 
Accounting, Taxes and Engineering 
" ope M B Washi , D. 
Public Utility Problems Tialeghone tiestopsine 2430 © 


ELS 
ormer Special su 
61 BROADWAY NEW YORK Federal Communications Commission 
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gineering concerns especially equipped by ex- 

perience and trained personnel to serve utilities Consulting Engineers 

in all matters relating to rate questions, ap- Design—Su rvision of Construction 
praisals, valuations, special reports, investiga- ~Reports — ~ ftzansinations-Voleations 
tions, design and construction. « « 20 North Wacker Drive Chicago, Ill. 
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Postindex Visible Filing Equip. 
ment Gives You An Instanta- 


neous Picture of Your Business, 


All Control Information is 


Placed At Your Fingertips! 


Control Informatién—the facts and figures which speed the movements of goods and 
service—must be at the operator's fingertips. Operating Executives know this. That is the 
reason more and more of them are turning to Postindex. 


Postindex Visible Files offer five distinct advantages: (!) the form is its own holder 
four sides to write on, thus doubling the capacity and utility of the single record form; 
offset signalling; (4) faster posting; (5) four types of files to suit the use requirements of your 
business. Sample forms for any record purpose will be sent on request, also a complete cata 
log of Postindex Visible Filing Equipment. 


POSTINDEX COMPANY 


JAMESTOWN, N. Y. 


A Division of 








HE TRICK OF 
ETTER CUTTING 





ls in the RIFEID 
Tool Steel Knife 
Wheel 


Easier, quicker pipe cutting. This 

special FRIEZZR0ID tool steel knife 

wheel rolls smoothly through any 

kind of pipe. And it keeps on roll- 

ing—far more cuts than from ordinary cutter wheels. And they're clean, practi- 
cally burrless cuts. 


This superior cutting action comes from the distinctive FRITZEQ0D knife wheel 
blade. Not ground out of bar, but coined out of sheet tool steel, hammered 
and heat-treated and then cast into a reinforced hub. These remarkable blades 


fit any RITAID type cutter. 
Cutter housing is reinforced, won't warp or break. It always cuts true. 


By all means, see this cutter at your Jobber's before buying your next tools. Or 
write us for interesting descriptive material. 


A Fel Ee ILW PIPE TOOL 


75% of your wrench repairs are stopped when 
you use the RIM0D Pipe Wrench—the wrer 
with the unconditionally guaranteed housi x. 


E RIDGE TOOL COMPANY, ELYRIA, OHIO, U. S. A. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








For the 15,000 Time_Bump! 


contributing to Plymouth’s greatness. 
Plymouth pioneered hydraulic brakes in 


HINK OF THE WORST ROAD a car could 
encounter ... foot-high bumps and 
chuck-holes. Think of hammering over it 
..-with five or six 200-poundersin your car. 
What that would do to a car’s springs is 
just a mild sample of what this unique 
machine is doing to a Plymouth spring. 
Tens of thousands of times it delivers 
wicked, trip-hammer blows...until spring 
or shackles finally give up the ghost. 
Plymouth engineers and metallurgists 
make such brutal tests to detect and rejett 
defective material. So today, Plymouth 
is the smoothest-riding low-priced car. 


the low-price field... and Floating Power 
engine mountings. For seven years it has 
had a steel body. Research and testing” 
are the foundation of great engineering 
—and only great engineering can pro- 
duce great cars. PLYMOUTH DIVISION OF 
CHRYSLER CORPORATION, Detroit; Mich. 


EASY TO BUY —The Commercial Credit 
Company has made available: exceptionally. 
low monthly payment terms. .. through all 
De Soto, Chrysler and Dodge dealers. 


TUNE IN MAJOR BOWES’ AMATEUR peun— lone mere, Thursdays, 9 te 10 P- $450" E. D. $.J. 


PLYMOUTH BUILDS GREAT CARS 
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